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PREFACE 


These  Proceed i  ngs  and  the  conference  from  which  they  are  derived 
reflect  a  conscious  effort  on  the  part  of  the  Center  for  Real  Estate  and 
Urban  Economic  Studies  to  focus  renewed  attention  on  developmental  issues 
facing  the  New  England  Region.  The  major  purpose  was  to  stimulate  joint 
interest  by  both  the  academic  community,  and  practitioners  in  the  private 
as  well  as  the  public  sector,  in  those  problem  areas  which  appeared  sus- 
ceptible to  correction  or  influence  through  research  efforts. 

The  conference  concentrated  on  three  major  areas  of  special  interest. 
The  first  panel  covered  the  guestion  of  industrial  growth  in  New  England, 
with  special  emphasis  on  its  historical  background  and  future  prospects. 
The  second  panel  dealt  with  the  problems  of  housing  a  rapidly  growing 
urban  population,  and  considered  two  specific  alternative  solutions.  The 
final  session  considered  the  problem  of  regional  transportation  systems. 

These  problems  are  not  peculiar  to  the  New  England  Region.  However, 
their  interrelationships  -  and  the  historical,  social  and  political  frame- 
work within  which  they  are  operative  -  are  sufficiently  differentiated  in 
New  England  to  warrant  particular  attention  to  them  in  this  context. 

The  papers  and  commentary  which  comprise  these  Proceedi  ngs  are  not 
intended  to  be  polemics  to  be  read,  carefully  considered,  and  then  filed 
away.  They  are  intended  to  stimulate  thought,  provoke  systematic  inves- 
tigation, and  lead  to  corrective  or  ameliorate  actions  suggested  by  the 
research. 

In  striving  to  meet  the  first  of  these  objectives,  the  speakers  and 
participants  in  the  conference  performed  admirably.  Their  significant 
contribution  will  be  appreciated  by  any  reader  of  these  Proceedi  ngs. 

While  it  would  be  presumptuous  to  attempt  an  evaluation  of  the 
effects  of  the  program,  audience  reaction  would  suggest  that  those  in 
attendance  encountered  new  directions  of  serious  thought.  This  volume 
should  further  redirect  interest  in  the  pervasive  yet  distinctive  problems 
of  economic  growth  in  the  New  England  Region.  To  the  extent  that  this  end 
is  achieved,  the  contributions  of  all  those  who  planned  and  participated 
in  the  conference  wi  I  I  have  been  we  I  I  worth  the  effort. 

Special  thanks  are  due  Professor  Sidney  Turoff,  who  served  as 
coordinator  of  the  conference  and  played  a  major  role  in  the  development 
of  the  program.  Together  with  Professor  Turoff,  Drs.  ByrI  Boyce  and 
Stephen  Messner  contributed  significantly  to  both  the  success  of  the 
conference  and  the  preparation  of  the  Proceedi  ngs.  Sidney  Seamans  ably 


served  in  the  demanding  and  essentially  thankless  task  of  editing  trans- 
cribed materials  and  preparing  the  manuscript  for  publication. 

Thanks  should  also  go  to  the  capable  secretarial  staff  of  CREUES, 
for  their  help  in  transcribing  the  Proceed! ngs  and  manuscript  typing. 
Their  efforts  were  supervised  and  coordinated  by  Mrs.  Heather  Seay. 


Storrs,  Connecticut  William  N.  Kinnard,  Jr. 

March  1968  Director,  CREUES 
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1.   ANALYSIS  OF  A  MATURE  ECONOMY: 
THE  SETTING 


PROBLEMS  OF  A  MATURE  ECONOMY 
Benjamin  Chinitz* 

The  program  today  makes  explicit  reference  to  the  creation  of  the 
New  England  Regional  Commission,  and  what  this  might  imply  for  the  growth 
of  the  region  as  well  as  for  economic  planning  and  development  in  the 
region.   I  would  like  to  begin  my  remarks  with  a  few  comments  about 
the  creation  of  this  Regional  Commission. 

As  most  of  you  know,  either  by  having  read  the  information  which 
was  supplied  you  or  from  other  contacts,  before  I  went  to  Brown  University 
I  was  at  the  Economic  Development  Administration  in  Washington.   It 
was  during  my  year  in  Washington  with  EDA  that  the  New  England  Region 
was  formally  certified  as  eligible  for  assistance  under  Title  5  of  the 
Public  Works  and  Economic  Development  Act. 

From  the  perspective  of  EDA,  the  certification  of  the  New  England 
Region  was  in  many  respects  the  most  painful  administrative  burden  that 
we  had  in  moving  forward  with  this  program.  When  I  say  administrative, 
I  don't  mean  that  there  was  more  red  tape  associated  with  it,  but  that 
we  found  ourselves  straining  harder  than  we  had  in  any  other  previous 
case  to  justify  the  purposes  of  the  Act.  After  all,  the  Public  Works 
and  Economic  Development  Act  is  mainly  addressed  to  regions  which  have 
high  unemployment  and/or  very  low  income.  While  it  is  true  that  New 
England  at  an  earlier  stage  in  its  history  was  an  area  of  fairly  high 
unemployment,  when  the  question  of  certifying  New  England  as  a  Region 
was  before  us,  it  was  neither  a  region  of  low  income,  which  it  had  never 
been  in  relative  terms,  nor  a  region  of  high  unemployment.  But  neces- 
sity is  the  mother  of  invention.  When  the  obvious  reasons  for  justi- 
fying a  particular  political  decision  or  act  are  not  valid,  then  you 
work  very  hard  to  discover  other  reasons  which  in  the  end  might  prove 
to  be  even  more  fundamental  or  more  valid,  and  actually  improve  your 
understanding  and  your  insight  into  the  rationale  of  the  legislation. 
For  me,  speaking  quite  seriously  and  not  facetiously,  the  attempt  to 
understand  why  New  England  ought  to  be  included  in  this  program  was 
a  highly  educational  process,  and  one  which  left  me  with  some  new  ideas. 
These  ideas  are  what  I  would  like  to  share  with  you  this  morning. 

While  New  England  did  not  have  the  income  and  employment  statis- 
tics that  made  it  an  easy  mark  for  Title  5  (as  did  the  Appalachian  region 
or  the  Ozark  region  or  the  Atlantic  Coastal  Plain  region,  which  all  had 


*Dr.  Chinitz  is  the  Chairman  of  the  Department  of  Economics  at 
Brown  University. 


very  dramatic  statistics).  New  England  did  have  other  characteristics 
which  put  it  far  ahead  of  the  other  regions,  in  many  respects,  as  a 
worthy  candidate  for  this  new  program  of  regional  planning  then  being 
launched  in  the  United  States.  While  you  have  to  strain  to  make  the 
case  that  New  England  had  serious  problems  of  economic  development, 
at  least  during  that  period,  you  had  no  difficulty  at  all  when  you 
inquired  into  the  question  of  whether  New  England  is  a  Region,  This 
question  in  turn  was  much  more  difficult,  much  more  cumbersome,  much 
more  artificial  when  considering  other  regions  which  were  being  pro- 
posed for  eligibility  under  the  Act. 

New  England  is  identified  much  more  readily  as  a  region  because 
of  its  geographic  and  historical  characteristics.   Furthermore,  the 
rationale  for  taking  a  regional  view  of  New  England's  problems  had 
been  intensified,  rather  than  diminished,  by  changes  in  the  economic 
system  and  changes  in  the  general  environment.  Consequently,  if  you 
abstracted  from  the  criteria  which  have  been  plaguing  the  administra- 
tion of  the  Economic  Development  Act  from  its  very  outset  (going  back 
even  to  the  Area  Redevelopment  Act  which  preceded  it),  namely,  the  cri- 
teria of  high  unemployment  and  low  family  income,  it  was  clear  that 
New  England  would  have  very  high  priority.   If  you  ask  the  question 
of  where  regional  planning  might  have  the  greatest  impact  -  the  great- 
est productivity  in  some  sense,  where  it  could  make  its  greatest  con- 
tribution -  there  is  no  doubt  that  New  England  would  rank  number  one 
in  that  respect. 

The  political  steps  have  been  taken,  and  regardless  of  whether 
they  were  consistent  with  the  original  objectives  of  the  Act,  the  Commission 
does  exist.  Yet  independently  of  the  existence  of  the  Commission,  all 
the  arguments  which  make  New  England  the  region  where  regional  plan- 
ning has  the  greatest  potential  still  must  be  examined.  Whether  their 
merits  are  recognized,  or  the  opportunities  are  seized  by  the  New  England 
Regional  Commission  or  some  other  vehicle  in  the  region,  is  really  a 
secondary  question. 

What  are  these  considerations  that  make  New  England  an  ideal  region 
for  regional  planning,  and  make  regional  planning  potentially  a  very 
fruitful  activity  for  the  region? 

In  the  first  place,  let  me  comment  on  what  I  regard  to  be  the  objec- 
tives of  regional  planning.  This  is  a  point  that  I  have  stressed  in 
the  past,  both  in  written  work  and  in  public  presentations.   It  is  a 
mistake  to  conceive  of  the  whole  regional  planning  program  (within  the 
framework  of  the  Economic  Development  Act,  or  even  outside  of  it),  as  a 
program  whose  objective  it  is  to  redistribute  economic  activity  through- 
out the  United  States.   In  other  words,  it  is  a  mistake  to  view  the 
objective  of  the  ARA  or  the  EDA  (with  reference  to  the  regional  program, 
if  not  to  the  whole  program),  as  one  of  changing  the  distribution  of  jobs, 
hence  the  distribution  of  population  within  the  United  States.  Not  only 
is  this  an  undesirable  objective,  but  it's  an  objective  which  is  not 
readily  achieved  in  practice.   It  would  be  a  mistake  (even  looking  at  it 
from  the  perspective  of  New  England,  let  alone  from  the  perspective  of  the 
nation)  for  one  to  state  as  one's  objective,  or  even  to  conceive  of  one's 


objective,   the  promotion  or  ihe  acceleration  of   growtli    in  the  sense  of 
numbers  or   in  the  sense  of   aggregates  -  that    is,   to  make  the  total    popu- 
lation   larger  than    it  would  otherwise  be,   or  to  make  the  number  of  jobs 
larger  than    it  would  otherwise  be. 

Now    I    recognize,   of   course,   that   growth    In  those  terms    (that   is, 
in  terms  of  total    numbers,   whether  you  are  talking  about  population  or 
employment)    may  be  essential    in  certain  circumstances    in  order  to  solve 
certain  short-run   problems.      Certainly  the  avoidance  of   unemployment 
of   any    long   duration    is  one  of  the  objectives   universally  sought   in   regional 
planning.      No  one    likes  to  see   resources   go   idle,   especially   human   resources. 
If  one  could   demonstrate  that  the  only  way  to  meet  that  problem,    at    least 
in  a  given  time  period,    is  to    increase  the  absolute  number  of  jobs    in 
a   region,   then    1    can  be  mildly    interested  and   responsive  to  that  kind 
of  thinking  and  that  kind  of  objective. 

However,    I    fail    to  see  any    rationale,    any  justification,    any  moti- 
vation   for  this   kind  of  objective   for   regional    policy  when   it   is  con- 
ceived   in    long-range  terms.      That    is  to  say,    if    1    were  asked  what  the 
objectives  of   a  planning  effort  should  be    in  the  New  England  Region  over 
the   next  twenty  years,    it  seems  to  me  that  the  objective  ought  to  be 
stated    in  terms  other  than  the  maximization  of  total    growth    in  the   region. 
Instead,   the  emphasis  ought  to  be  on  the  maximization  of  per-capi ta  growth, 
the  acceleration  of  the    increase   in  productivity,   the  acceleration  of 
the    increase   in    income    levels,    and  the  acceleration  of  the   increase   in 
standards  of    living.      All    of  these  things,    of  course,    are   different  words 
for  much   the  same    idea:      specifically,    how   do  you  get  progressively   more 
output  over  time   from  a  given    input  of    resources? 

1     like  this  objective   not  only   because   it  appeals  to  my  taste,   but 
also  because   it  makes  more  sense  as   a  target  for  policy.      It  appeals 
to  my  taste  because   it   is  the  sort  of  objective  which,    if  pursued  by 
every    region    in  the  country,    can  be  additive   for  the  nation  as   a  whole. 
If  each    region  states    its  objective   as  the  growth  of    income  per  capita, 
it   is   not    inconsistent  with   the  same  objective  being  pursued  by  every 
other   region    in  the  United  States.      If    1    make   it  my  objective  to   increase 
my   own   development  over  time,    it   is   not  necessarily    inconsistent  with 
every  other  person  having  the  same  objective   for  his  own   future. 

On  the  other  hand    it   is   unavoidably   clear  that    if  each    region's 
objective    is  to  grow    in   absolute  terms   as    rapidly  as   possible,   that_ objec- 
tive cannot  possibly   be  consistent  with   the  same  objective  being  pur- 
sued by  every   region  simultaneously.      If  we  assume  that  the  growth  of 
the  population   for  the  United  States   as   a  whole    is  given,   then   it's  bound 
to  be  true  that   if  one  region  grows   faster,   another  region  must  grow 
more  s low ly. 

A  corollary  of  this,   which   also  appeals  to  me  as   an  appropriate 
view  of    regional    policy   and  the  objectives  of    regional    policy,    is  that 
the  major  thrust  of   a   regional    planning  effort  should   not  be  the  maxi- 
mization of    long-term  growth  of  the   region,    in  the  sense   in  which    1    have 
just  defined    it.     What  we  are  trying  to  do    is  to  achieve  progress  over 
time. 


If  the  way  we  view   regional    growth   and   development   is   progress 
in    living  standards,   the   foundation  of  which    is   progress    in  produc- 
tivity,   in  the  output  per  unit  of    input,   then    I    think    it  also  fol- 
lows that  the  main  thrust  of  our  efforts   should  not  be   in  terms  of 
maximizing  the  comparative  advantage  of  the   region  with    references 
to  other   regions    in  the  United  States.     This    is,    unfortunately,   often 
the  way    in  which   we  conceive  of  our  efforts    in  this    field.      We  pro- 
ceed  from  the  simple   notion  that    if  the   region    is  to  grow,    it  must 
attract    industry.      It  must  have   an  export  base,    and    it  must   increase 
this   export  base.      It   can  only    increase   its  export  base   if    industries 
which    have  some   freedom  of   choice  of    location   find  this    region  to 
be   competitively   attractive.      If  you  assume  this    logic,   then  the  next 
step    is   that    if  you  want  to  make  your  region  grow,   you  have  to  make 
your   region   competitively   attractive  to    industries  which  will    locate 
and  produce  and  export,    and  thus   generate   income   for  the   region. 

This    view  of  the  process    is  one  which    is    inconsistent  when  summed 
ove'r  the  entire   nation.      If   all    regions   behaved    in  the  same  way,    and 
if  we  assume  that  there    is  some    limit  to  the  total    number  of    indus- 
tries which   can    locate  anywhere,   then  one   region   can  only  gain    in 
that   respect  at  the  expense  of  another.      For  example,   the  advertis- 
ing efforts   of   different   regions   pursuing  the  same    industries    (in 
theory   at    least)   ought  to  cancel    themselves  out    in  terms  of  the  nationa 
interest.      The  same   applies   to  the  advertising  efforts   of  private 
firms  which    in  most  situations   cancel    themselves  out.     That    is  to 
say,   they   may    redound  to  the  benefit  of   specific   firms,    but   in  the 
aggregate  they   don't  contribute  to  the  national    product,   except   in 
certain  situations   by   providing  superior   information. 

I    would  propose  that    instead  we  view  the  objective  of    regional 
planning  and   development  to  be  the  enhancement  of  productivity    in 
the    region.     This   may    indirectly   and    implicitly   also  make  the   region 
more   attractive  to    industries   from  the  point  of   view  of  their  choice 
of    location.      But  this   ought  not  to  be  the  primary  objective.      It 
ought  not  to  be  the  criterion  which   guides  the  selection  of   activi- 
ties   in  the  allocation  of  our  efforts. 

How   does   progress  per  capita   come   about   in  our  modern  American 
economy?     There   are  two  points  worth   noting  here  without   necessarily 
reviewing  the  theory  of  economic  growth   and  getting    into  many   details 
on  that  subject.     We   all    recognize   from  our  elementary  economics   that 
capital    formation    is  one  of  the  most   important  sources  of  economic 
growth.      If  we   increase  the   resources   available  to  people,    or   if  we 
increase  the   ratio  or   relationship  between   resources   and  people   (other 
th  i  ngs   bei  ng  equal ) ,   we  will    have  economi  c  progress. 

Economists,    as  well    as   others   who  have  tried  to  measure  the   rela- 
tive  contribution  of   different  forces    in  making   for  economic  devel- 
opment,   are   not  sure  how  much    importance  to  attach   to  this  particu- 
lar  factor,    but  there    is   no   doubt  that    it    is   and  has   been  one  of  the 
major  sources  of  economic   growth.      if   there    is  constant  accumulation 
of   capital    within  the  economic  system  at  a  more   rapid   rate  than  the 
growth   of   population,   then  capital    per  head    increases  over  time. 


If  you  have  any  trouble  recognizing  the  influence  of  capital  in 
improving  productivity  or  in  facilitating  economic  activity,  all  you 
have  to  do  is  to  review  one  day  in  your  life  in  terms  of  the  inputs 
that  go  into  your  productive  activity.  Just  recognize  how  much  of  that 
Is  capital.   From  the  moment  you  get  up  in  the  morning  you  are  surrounded 
by  a  shelter  which  is  capital  accumulated  at  a  previous  date.  You  leave 
your  house  and  walk  on  streets  which  were  put  down  and  paved,  not  today 
but  yesterday,  and  you  are  transported  in  either  your  own  car,  which 
in  some  sense  represents  a  past  investment,  or  in  public  transporta- 
tion which  is  an  investment.  You  come  to  your  place  of  work  and  you 
have  a  structure  which  has  been  built  in  the  past  out  of  accumulated 
resources  and  now  facilitates  your  job.  You  have  all  kinds  of  equip- 
ment, depending  on  what  your  job  happens  to  be,  even  if  it  is  a  uni- 
versity job  not  involving  heavy  capital.  There  is  always  a  certain 
amount  of  it  around  to  facilitate  your  work,  such  as  computers  and  other 
kinds  of  hardware.   If  you  could  only  continue  that  process  of  intro- 
spection, you  would  recognize  that  on  a  given  day  the  measure  of  your 
effort,  your  current  effort,  the  exertion  that  you  have  to  put  forth 
that  day  is  infinitesimal  in  relation  to  the  "support"  that  you  are 
getting  from  the  capital  structure  which  is  put  at  your  disposal. 

This  is  a  rather  we  I  I -recognized  principle.  What  is  not  so  well 
recognized,  perhaps,  is  that  over  time,  more  and  more  of  this  process 
of  capital  accumulation  occurs  in  the  public  sector.  The  capital  which 
facilitates  economic  activity  on  a  current  basis  and  increases  produc- 
tion in  output  per  head,  is  public  capital.  The  most  obvious  example 
of  this,  of  course,  is  the  highway  system  which  costs  great  sums  of 
money  and  is  a  pervasive  input  into  economic  life.   It  is  used  not  only 
in  production  for  the  shipment  of  freight  and  the  movement  of  people 
in  the  course  of  their  business  activity,  but  it  is  a  pervasive  element 
in  consumption  as  well. 

But  the  important  thing  I  want  to  stress  is  that  the  government 
(or  the  public  sector,  more  generally)  is  the  sector  that  is  making 
and  managing  these  investments  in  transportation  -  the  highways,  the 
airports,  and  soon  probably  a  larger  part  of  the  railroad  system  as 
well.  Beyond  that,  we  have  the  whole  range  of  facilities  in  the  field 
of  health,  education,  sanitation,  and  water  supply,  all  of  which  con- 
tribute both  to  consumption  and  directly  into  the  productive  process 
by  the  accumulation  of  capital.  The  important  point,  again,  is  that 
the  decisions  on  how  to  produce  this  capital,  where  to  locate  this  capi- 
tal, and  how  to  manage  it  after  it  is  put  into  place  are  public-sector 
decisions. 

The  corollary  or  counterpart  of  all  of  this  is  that  it  costs  more 
and  more  money  over  time.  We  have  all  observed,  I  am  sure,  that  the 
public  sector  is  absorbing  a  greater  and  greater  share  of  our  resources 
every  year.  At  the  turn  of  the  century,  in  fact  even  right  up  to  the 
Depression,  the  public  sector  absorbed  less  than  10  per  cent  of  the 
gross  national  product.  Today  it  is  over  30  per  cent  of  the  gross  national 
product.  And  a  large  part  of  that  (though  not  the  overwhelming  part 
of  it)  represents  the  kind  of  public-sector  activity  which  I  have  been 


talking  about.     That    Is,   the  provision  of   capital    goods    in  the  eco- 
nomic system,   which   provide  service  both  to  consumption  and  to  pro- 
duction  and,    in  the  sense  that    I've  been  speaking,   thereby  provide 
a  basis    for  progress  over  time. 

I    mentioned  education    in  passing    in  terms  of   a  capital    facility, 
but  the  other  aspect  of  education    is    investment    in   human   capital. 
This    is   an   area  which  economists  have   attempted  to  subject  to  system- 
atic  research.      They  want  to  ascertain  how   much  of  our  growth    in  per 
capita  terms,   or  output  per  unit,    (capital    and  technological    progress 
being  taken   for  granted)    can  be  attributed  to  the  fact  that  the    labor 
input,   the    labor   force,    is  better  trained,   better  skilled,   better  edu- 
cated,   and    is  therefore    inherently   more  productive  over  time. 

The  evidence,    again,    is    inconclusive  because  these  are   difficult 
matters   to  sort  out.     But  one  can  say  with   some  confidence  that  a    larger 
and    larger  proportion  of  our  progress  over  time    is   attributable  to 
the    increasing  sophistication  of  the    labor  force.      If  you  can    imagine 
that  we  could  somehow  hold  everything  else  constant  (that    is,    not  change 
our  technology,    not  accumulate  additional    capital,   but  only  move    for- 
ward   in  this   dimension),   we  would  still    have  substantial    progress. 

Again,    however,    1    emphasize  the  point  that    investment   in  human 
resources   comes    from  a  private-public  mixture,   with  the  majority  of 
the  effort   public.      We   are   now   meeting    in  a  public   institution.      Cer- 
tainly  at  the  elementary   and  secondary    levels,   the  great  majority  of 
the  effort    is   public.      Even  at  the  college  and  postgraduate    level    it 
is  public,    and    is   becoming    increasingly  more  so  over  time.      Here  again 
we  are   getting  a  significant  public-sector   input    into  economic  prog- 
ress.    Without    laboring  the  point   further,    it   is   clear  that  our  eco- 
nomic system   is   changing    in  ways  which   make  public-sector  activity 
not  only   grow    in   dol lar  terms    relative  to  the  gross   national    product, 
but  also   in  their   relative   contributions  to  the  sources  of  economic 
progress . 

We   used  to  th I nk    in  the  old   days  of  economic  progress  as   depend- 
ing  upon  the  wealth   of   our  natural    endowments,   the  culture  and  the 
ethics  of  our  private  entrepreneurs,   and  the  extent  to  which   people 
were  willing  to  save   and    Invest   in  private  capital.      Presently  our 
natural    endowments   mean    less   and    less  as   a  base   for  progress    into  the 
future.      (This    is   not  meant  to  minimize  the  contribution  they  have 
made.      If  we  hadn't    increased  productivity    In  agriculture  as   much   as 
we  had,   we  wouldn't  be    in  the  position  to  worry   about    increasing  pro- 
ductivity through   postgraduate  education.)      But  the   fact   remains  that 
we  have    liberated  ourselves  to  a  very    large  extent  from   natural    resources, 
On  the  margin,    if  you  will,   or   incrementally    into  the   future,    natural 
resources   cannot  continue  to  provide  a  base   for  further  and   further 
enhancement  of  our    living  standards,    at    least  not  to  the  same  extent 
that  they   did    in  the  past. 

Private  capital,    as    important  as    it  has   been  and  as    important 
as    it  continues  to  be  as   an    ingredient   in  economic  growth,    relatively 
speaking  will    be    less   important.     The  public-sector   inputs  -  education. 


transportation,  and  other  pub  I i  c  faci  I i  ti  es  -  have  a  I  ready  and  will  con- 
tinue  to  provide  a  larger  and  larger  basis  for  our  progress  into  the 
future.  This  point  can  provide  the  ultimate  and  fundamental  rationale 
for  planning  in  the  first  place,  and  when  we  take  some  things  into  account, 
for  regional  planning.  Probably  the  best  thing  that  could  happen  to 
Title  5,  as  a  matter  of  fact,  would  be  if  it  were  totally  disassocia- 
ted from  the  whole  question  of  unemployment  and  low  income.  The  fun- 
damental  need  for  a  regional  planning  effort  in  the  United  States  is 
to  rationalize  capital  investment  by  the  public  sector. 

Now,  one  might  ask:   "Why  regional?"  Here  I  appeal  to  another  fact 
of  life  which  is  emerging  more  emphatically  and  more  strongly  over  time. 
This  is  that  the  very  mobility  which  has  been  enhanced  by  our  transpor- 
tation investments  opens  up  opportunities  for  economizing  or  for  reor- 
dering the  whole  pattern  of  investments  in  the  public  sector  as  we  move 
into  the  future.   In  other  words,  if  we  look  at  these  costs,  these  same 
activities  which  on  the  one  hand  I  am  characterizing  as  growth- i nduci ng 
because  they  are  capital  and  do  support  life  in  the  future,  but  at  the 
same  time  absorb  resources  in  the  process  of  being  formed,  you  might 
ask:  "How  do  you  economize  on  the  resources  that  you  must  al locate  to 
the  production  of  these  elements  of  public  capital,  such  as  hospitals, 
water-supply  systems,  health  facilities  of  all  kinds,  and  educational 
faci  I  ities?" 

Essentially  the  answer  lies  in  two  classic  ingredients  of  progress 
which  I  have  not  mentioned  so  far.  One  is  technological  change  (in  other 
words,  innovation),  which  provides  new  ways  of  doing  things  more  cheaply. 
The  second,  which  I  want  to  stress,  is  the  question  of  scale;  that  is, 
the  opportunity  for  economizing  on  the  use  of  resources  by  taking  advan- 
tage of  what  we  call  in  our  elementary  textbooks  "economies  of  scale." 
It's  a  very  simple  common-sense  idea,  that  for  many  operations  and  for 
many  activities,  the  larger  the  scale  at  which  they  are  carried  out, 
the  lower  is  the  unit  cost. 

New  England,  it  would  seem,  is  the  ideal  region  to  lead  the  nation 
in  identifying  and  exploiting  the  opportunities  for  economies  of  scale, 
especially  in  the  provision  of  public  services  and  in  the  construction 
of  public  capital.  This  region  is  being  increasingly  tied  together  much 
more  effectively  than  it  has  been  in  the  past.  This  is  a  product  of 
technological  change  (namely,  the  automobile  and  airplane),  and  its  imple- 
mentation in  the  form  of  highways,  airports,  and  so  on. 

The  challenge,  therefore,  that  I  see  for  a  regional  planning  effort, 
is  to  seek  progress  in  the  economic  lite  of  the  region  at  the  present 
stage  of  its  development  through  methods,  programs,  and  activities  which 
will  increase  the  efficiency  of  the  public  sector  by  taking  advantage 
of  the  fundamental  facts  of  life  -  you  can  have  scale  if  you  take  advan- 
tage of  the  mobility  which  is  made  possible  by  our  new  technology. 

The  obstacles  to  this,  as  we  all  recognize,  are  the  political  bounda- 
ries which  were  drawn  a  long  time  ago,  and  which  may  or  may  not  have 
had  economic  justification  at  some  earlier  point  in  history.  Today  they 
are  becoming  increasingly  tenuous  as  economic  boundaries.   It  should. 
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therefore,    be  the  prime  concern  of  the  Regional    Planning  Commission, 
or  any   kind  of    interstate   regional    effort,    in  any    field,    in  any   public- 
sector  activity,   or  even  of  the  whole    range  of  public-sector   investments, 
to  seek  ways  to  harmonize  the  opportunities   presented  by  the  new  dimen- 
sions of  our  economic    lives,    as    I    have  tried  to  outline  them,   with 
the   rigidities   and  the   vested    interests  that  we  have    inherited   from 
the  past. 


INDUSTRIAL     GROWTH 


NEW  ENGLAND:  ITS  PROBLEMS  AND  PROSPECTS 
Robert  W.  Eisenmenger* 

1 ntroduction 


Today  I  will  discuss  the  problem  of  New  England's  poorly  endowed 
"mature"  economy.   It  is  often  thought  that  a  poorly  located  "old" 
economy  such  as  that  of  England  or  New  England  or  the  Atlantic  Provinces 
of  Canada  develops  bad  habits;  that  management  is  inflexible  and  that 
labor  is  shortsighted.  The  result  is  inefficiency,  high  costs,  and  a 
loss  of  competitive  position.  This  is  true  of  some  manufacturing  firms 
in  New  England.   It  appears  to  me,  however,  that  the  large  majority  of 
New  England  firms  are  just  as  competitive  today  as  they  were  20  years 
ago,  and,  in  fact,  most  firms  are  in  a  much  better  competitive  position 
today. 

In  international  trade  literature,  a  mature  economy  is  described 
as  one  that  exports  large  amounts  of  capital.  New  England  certainly 
fits  this  definition.  We  have  been  exporting  capital  to  the  rest  of 
the  country  for  100  years.   Some  economists  claim  that  exports  of  large 
volumes  of  capital  create  serious  long  run  problems,  because  the  lack 
of  investment  in  plant  and  equipment  at  home  results  in  a  decline  of 
the  region's  competitive  position.   I  contend,  however,  that  a  high 
income  society  which  is  growing  at  a  slower  rate  than  the  nation  has  no 
need  to  invest  all  its  savings  at  home.  This  is  particularly  true  in 
New  England  because  our  manufacturing  firms  specialize  in  labor  inten- 
sive rather  than  capital  intensive  types  of  production. 

Thus,  there  are  three  points  which  I  hope  to  substantiate  this 
morning.   First,  our  region  has  a  very  poor  natural  endowment. 

Second,  despite  this  fact,  our  manufacturing  economy  has  adjusted 
in  a  rather  remarkable  way  and  its  competitive  position  has  improved 
during  the  last  two  decades.  The  rapid  growth  of  our  service  industries 
has  also  benefited  us. 

Third,  our  exports  of  capital  continue,  and  I  contend  that  this  is 
a  good  thing.   Capital  exports  help  maintain  a  high  income  level  when 
we  receive  dividends  in  subsequent  years  from  our  initial  investments 
"abroad"  in  California  and  Chicago.   Furthermore,  our  economy  does  not 
need  the  level  of  capital  investment  required  in  most  other  regions. 
It  probably  does  need  increasing  amounts  of  investment  in  education, 
however. 


*Dr.  Eisenmenger  is  Vice  President  and  Director  of  Research  at  the 
Federal  Reserve  Bank  of  Boston. 
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New  England's   Problems 

My    first  point    is   that  New  England  has   a  whole   array  of   physical    and 
geographical    disadvantages.      Let  me   describe  a   few  of  the  high    cost  factors 
facing  businessmen  and   farmers    in  this    region. 

Agr i  cu Iture 

New  England  is  not  even  moderately  well  endowed  with  soil  resources. 
Land  is  farmed  because  it  is  close  to  markets  and  not  because  of  its 
inherent  productivity.   Even  in  recent  decades,  farm  liquidation  and  the 
movement  of  the  labor  force  out  of  farming  has  proceeded  at  about  the  same 
rate  in  New  England  as  in  the  nation.  Of  course,  there  are  some  exceptions. 
There  is  some  excellent  land  along  the  Connecticut  River  valley  and  some 
reasonably  good  potato  land  in  Aroostook  County,  Maine.   In  general,  how- 
ever, we  have  a  very  poor  natural  endowment  of  farmland. 

Forestry 

Although   almost  80   percent  of  the   region  has   a   forest  cover.   New 
England's    forest  products    industries   are   not   favorably   situated  with 
respect  to   raw   materials.      Better  than  half  of  the  private   forest    land 
holdings    in  New  England   are    in  what  the  U.   S,    Forest  Service  classes   as 
"other  private  ownerships."     These  owners   are   not   farmers  or  manufacturers 
of    lumber,    pulp   and  paper  or  other  wood  products,   but  clubs,   business   and 
professional    people,   housewives,    laborers,    and  other  private   individuals. 
I n  New  Eng land,   9    1/2  mi  I  I  ion  of  the    15  mi  I  I  ion  acres  of    land  held  by 
these  "other  private   owners"   are    in   holdings  of    less  than   500  acres. 

From  work  done  at  the  Harvard    Forest  and  elsewhere,   we  know  that  most 
of  these  non-commercial    owners   view  their  forest  holdings   as    retreats  or 
they  obtain  satisfaction  simply    from  ownership  and  by   visiting  their    land 
on  weekends.     This    is   certainly  true  of  almost  every   acre  of  wooded    land 
in  the  State  of  Connecticut.      In   many   cases,   the  non-commercial    owner  of 
forest    land    is   hostile  to   forest  management  because  he  believes  the 
aesthetic  value   of  his    forest  will    be   destroyed    if  he  permits   any  type  of 
cutting.      For  these   reasons,   the  available  supply  of   pulpwood  and  sawtimber 
is   considerably    less  than  you   might  expect   from    looking   at  the  aggregate 
forest   inventory    figures  of  the  U.    S.    Forest  Service. 

In   addition,   the   rough   New  England  terrain,   the  harsh  New  England 
climate,    and  the  high    cost  of  woods    labor   raise  the  cost  of  cutting  and 
moving   pulpwood  and  sawlogs    into  the  mills.      As   a   result  the  delivered 
cost  of   pulpwood   and  sawtimber   is  much   higher   in  New  England  than    in  the 
South . 

I    should  emphasize  that  these  pessimistic  statements   about  the   impor- 
tance  of    forest    land   definitely   do  not  apply  to  the  State  of  Maine.      In 
this  state  the  pulp   and  paper   industry    is  the  backbone  of  many  towns   and 
will    likely  continue  to  be   for  the  next  few  decades.      In  general,   however, 
the  forests  of  New  England  are   not  a  terribly    important  natural    resource. 
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I ndustri  a  I  Fue I 

New  England  has  no  indigenous  sources  of  commercial  or  industrial 
fuel  within  its  borders.  The  region  imports  most  of  its  residual  oil 
from  abroad,  brings  its  bituminous  coal  from  Pennsylvania  and  West 
Virginia,  and  pipes  its  natural  gas  from  southern  states.   Industrial 
fuel  costs  are  higher  in  New  England  than  in  any  other  region  of  the 
United  States  and  about  40  percent  higher  than  in  the  country  as  a 
whole. 

Electri  c  Power 

In  the  past  electric  power  costs  have  been  a  significant  locational 
disadvantage  for  New  England  firms  and  they  continue  so  today.  The 
region's  industrial  electric  power  rates  are  now  about  15  percent  higher 
than  the  national  average  and  are  among  the  highest  in  the  country  for 
an  industrialized  area.  During  the  next  two  decades  New  England's  power 
costs  will  move  toward  the  national  average  as  the  region's  public  utili- 
ties install  large  nuclear  plants  to  provide  low  cost  baseload  power  and 
pumped  storage  plants  to  provide  complementary  low  cost  peaking  power. 
As  of  now,  however,  we  have  a  competitive  disadvantage. 

Raw  Materials 

With  the  exception  of  pulpwood,  limestone,  granite,  and  slate.  New 
England  has  no  substantial  supplies  of  raw  materials.   For  example,  we 
have  no  Iron,  bauxite,  copper,  or  sulphur.  Most  of  the  New  England 
States  rank  very  low  among  the  50  states  in  production  of  mineral  products, 

Consumer  Markets 


As  you  are  well  aware  the  largest  gains  in  population  are  occurring 
in  the  Far  West,  Southwest,  Midwest,  and  the  South.  Thus,  New  England 
manufacturers  are  far  from  the  rapidly  growing  centers  of  consumption. 
This  point  should  not  be  exaggerated,  however,  because  manufacturers  in 
this  region  do  have  easy  access  to  the  rich  Middle  Atlantic  consumer  and 
Industrial  markets.  Nevertheless,  many  competitors  in  states  such  as 
West  Virginia,  Maryland,  and  Pennsylvania  are  more  favorably  situated 
with  respect  to  national  markets. 

The  CI imate 

The  only   area    in  New  England  which   has   a  mild  climate   is  Cape  Cod, 
and  even  there  the  winter   is   cold   and   damp.     The  summer  climate   in  other 
areas    is   usually   pleasant,   but  the  year-round   climate   is   certainly   not 
attractive  to   retired  people.      It    is   difficult  to   imagine  a    large   migra- 
tion of   retired  persons  to   northern  New  England  similar  to  that  which 
has   occurred    in   Florida,   Arizona,    and  New  Mexicoo 

Furthermore,   some   manufacturing   firms    deliberately    locate   in   areas 
with   consistently   pleasant  weather.      For  example,    segments   of  the  aircraft 
and   aerospace    industries    deliberately  select    locations  with   mild  clear 
weather  throughout  the  year. 
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The  High   Cost  of  Living 

The  cost  of    living    is  significantly   higher   in  New  England  than    in 
most  other   regions.     This  was   demonstrated  a   few  weeks  ago  when  the 
Bureau  of   Labor  Statistics    released    living  cost  figures   for  Boston  which 
were  exceeded  only   by  Honolulu  and  New  York  City.     Wages   and  salaries    in 
New  England  must  be  discounted  by  at    least  5  percent  to  make  them  compa- 
rable with   earnings    in   most  other  parts  of  the  United  States. 

Construction  Costs 


Because  of   cl imatic  conditions,   bui  I  di  ngs   must  be  bui  It  to  higher 
specifications    in  New  England  than  elsewhere,    and,    as   a    result,    construc- 
tion  costs   are   above   average. 

New  England  Ports 

New  England  ports   have  played  an    important  role    in  the   region's 
economic  development.     This  was   particularly  true    in  the    17th   and    18th 
centuries.     As    late  as    1877,   Boston  was   a  more    important  port  than 
Philadelphia  and  Baltimore  combined.      However,   the  operations  of  the  Port 
of  New  York  have   dwarfed  those  of  the  Port  of  Boston   for  more  than    100 
years.      In    recent  decades,    activity    in  Philadelphia  and  Baltimore  has 
increased  much    faster  than    in  Boston  and  the  total    tonnage    in  each   port 
is   now   greater  than  that    in  Boston. 

The  Port  of  Boston's    relative   decline   is    largely  explained  by  the 
smaller  hinterland  served  by  the  Port.      At  other    large  ports   along  the 
Atlantic  Seaboard,    railroads   provide   direct    long  haul    freight  service  to 
the  Midwest.      In  addition,    manufacturers    in  Connecticut  are  closer  to 
New  York  City  than  Boston,    and  even  manufacturers    in   northern  New  England 
usually  export  through   the  Port  of  New  York   (rather  than  the  Port  of 
Boston)    because   it  offers   better  service  and  more   frequent  sailings. 
Altogether  about   85  percent  of  the   foreign  exports    from  New  England  move 
through   the  New  York  port. 

New  England  ports   do  permit  manufacturers   to   import  a   variety  of    raw 
materials   and  semi-finished  goods,   such   as  wool,   hides   and  skins,    rubber, 
steel,    and    industrial    chemicals.      In  this  way,    imports  to  a  small    extent 
offset  the  dearth   of    raw   materials   available  within  the   region. 

However,    Federal    import   restrictions  on   crude  oi  I    negate  one  of  New 
England's  most   important   locational    advantages  -   its  easy  access  to  sup- 
plies of  oil    in  South  America,   Africa  and  the  Near  East.      If   import 
restrictions   did   not  exist.   New  Englanders  would  buy   petroleum  products 
at  substantially    lower  prices.     Economists   at  our  bank  have  estimated 
that  New  Englanders   are  paying  some  $200  -   $300  mi  I  I  ion  more   for  petro- 
leum products  each  than  they  would   if  they  had   free  access  to  world  oi  1 
markets . 

Now   that    I    have  gone  through   this   pessimistic    listing  of   all    our 
locational    problems,    1    would    like  to  emphasize  that    1    am  not  the  first 
person  who  has  worried  about  these  factors.     A  whole  array  of  specialists 
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have  surveyed  the  New  England  economy    in  the  postwar  period.      In   general, 
they   have  been  pessimistic  and  they  have  often  concluded  that  job  oppor- 
tunities would   not  develop    in   New  England  and  that   unemployment  would  be 
both   severe  and   chronic. 

Between    1948  and    1954,   the  pessimists   appeared  to  be  correct.      During 
that  period,   the   region's  textile    industry   collapsed  and  permanently 
laid  off  over    100,000  employees.      Unemployment  was  widespread.      For 
example,    during    1949   more  than  25  percent  of  the    labor  force    in   Lawrence, 
Massachusetts  was   unemployed.      In  the  same  year,    unemployment  averaged 
over   18  percent   in  New  Bedford   and   Fa  I  I    River. 

During  the    last    10   years   New   England   has    made   a   strong  comeback, 
although   employment   in  the  textile    industry  has   continued  to  decline. 
The    level    of  per  capita    income  has    risen   from    105  percent  of  the  national 
average    in    1948  to    110   percent  of  the  national    average    in    1966.      So  we 
are   doing  exactly  what  Professor  Chinitz  has   suggested  we  should   do. 
Also,   the   region's   unemployment   rate  has   been  about  the  same  as  that   in 
the  nation    in    recent  years.      I^loreover,   New  England  has   much    less  extreme 
poverty  than   most  other  regions.      If  you  were  to  array   all    the  states    in 
the  United  States   according  to  the  percentage  of   fami  lies    in    I960  with 
incomes  of    less  than  $3,000  -  the  states  with   the    least  poverty  being 
listed   first  -  you  would    find  that  Connecticut   ranks   first.   New  Jersey 
second,    and  Massachusetts  third,   tied  with   Nevada.      Connecticut  and 
Massachusetts   are  New  England's   most   important  and  populous   states. 
Admittedly,    poverty    is   more  prevalent   in  the  other  New  England  States, 
which   have   a    less  educated    labor  force   and  generally   a    larger  number  of 
farmers.      Nevertheless,   even  Maine  and  Vermont,    New  England's  poorest 
states,    rank  29th   and  30th   -    far  ahead  of  every  southern  state. 

How   can  this   phenomenon  be  explained?     Why   do  we  enjoy   prosperity 
when  our   region    is  so  poorly  endowed   by   nature?     Why,    for  example,   should 
New  England's   per  capita    income  be  well    above  the  national    average  when 
West  Virginia,    a   fairly  well-endowed  state,    ranks  40th   among  the  states 
in  poverty   and  serious   and  chronic  unemployment? 

West  Virginia  has    low    industrial    fuel    costs,   30   percent  below  the 
national    average,    and    low    industrial    power  costs,    about    10   percent  below 
the  national    average.     West  Virginia  has   abundant  supplies  of    inexpensive 
raw   materials,    particularly   coal    and  pulpwood.     Wage    rates   for  unskilled 
labor  are    loWo      Finally,   West  Virginia   is   fortuitously    located  between 
the   rich   Middle  Atlantic  consumer  markets   and  the   industrial    heartland  of 
the  nation    in  the  Middle  West. 

The  Prob lem 

If  New  England  as  a  whole  suffers  from  so  many  locational  disadvan- 
tages, it  would  seem  logical  for  industry  and  population  to  move  to  better 
endowed  regions.  The  region  would  then  suffer  from  a  population  decline. 
In  fact,  the  population  of  New  England  and  each  of  its  constituent  states 
has  increased  almost  continuously  for  the  last  100  years,  despite  the 
migration  of  farmers  in  the  19th  century  and  the  loss  of  much  of  the 
textile  industry  to  the  South  in  the  20th  century.  Why? 


20 


The  Explanation 

Much  of  the  answer  lies  in  the  increasina  specialization  of  the 
region's  enployers  in  the  type  of  economic  activity  that  requires  a  labor 
intensive  technology. 

Firms  in  every  important  New  England  industry  manufacture  specialties 
which  are  generally  labor  intensive  products.  The  paper  companies  of  New 
England  do  not  sell  the  kraft  paper  that  is  produced  in  the  South.  They 
usually  produce  specialized  technical  papers.  The  furniture  industry 
creates  unique  high  quality  merchandise  or  items  such  as  doll  furniture. 
Our  furniture  manufacturers  do  not  attempt  to  compete  in  lines  such  as 
school  furniture  which  require  mass  production  techniques.  Other  examples 
are  manufacturers  of  drop  forgings,  which  produce  specialty  hand  tools  and 
manufacturers  of  electronic  parts,  instruments,  and  machinery  which  make 
tai  lormade  equipment  for  industry  and  the  Department  of  Defense. 

Specialty  items  are  usually  labor  intensive  products.  However,  some 
products  which  cannot  be  classified  as  "specialties"  are  also  labor 
intensive.  The  aircraft  engine  industry,  one  of  Connecticut's  most 
important  employers,  is  an  excellent  example.   It  is  a  labor  intensive 
industry.  Computers  and  computer  components  are  now  manufactured  in 
metropolitan  Boston  and  in  Burlington,  Vermont.  Although  computers  are 
a  symbol  of  modern  automated  technology,  they  must  be  manufactured  with 
labor  intensive  techniques.  According  to  my  calculations,  the  manufacture 
of  computers  is  one  of  the  most  labor  intensive  industries  in  the  United 
States.  Thus,  New  England  firms  require  somewhat  less  capital  investment 
than  is  typical  of  manufacturing  firms  in  the  nation.  This  is  one  reason 
why  we  can  afford  to  export  capital. 

I  have  found  that  the  term  "labor  intensive"  has  unfavorable  conno- 
tations to  both  laymen  and  economists.  They  generally  identify  it  with 
the  apparel,  shoe,  textile,  jewelry,  and  other  low  wage  industries.  How- 
ever, the  new  labor  intensive  industries  in  New  England  require  a  skilled 
labor  force,  and  as  a  result  are  highly  prized  by  industrial  developers. 
They  are  particularly  desirable  for  New  England  because  these  industries 
do  not  have  to  be  located  near  sources  of  raw  materials  or  near  mass 
consumer  markets. 

New  England  firms  are  labor  intensive  no  matter  how  you  measure  labor 
intensity.   For  example,  in  1962  United  States  manufacturing  firms  used 
240  percent  as  much  electrical  energy  per  employee  as  firms  in  New  England. 
This  percentage  was  up  from  168  percent  in  1947.   Similarly,  United  States 
firms  in  1962  used  236  percent  as  much  industrial  fuel  (measured  in 
trillions  of  British  Thermal  Units)  as  firms  in  New  England. 

Workers  in  New  England  manufacturing  plants  do  not  produce  as  much 
value  added  per  employee  as  do  workers  in  the  United  States  as  is  shown 
in  column  I  below.  This  might  be  interpreted  to  mean  that  New  England's 
relative  productivity  has  declined  in  the  postwar  period. 
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89.3 

954 

86.3 

958 

83.2 

(I)  (2) 

Value  Added  per  Manhour       Value  Added  per  Manhour 
N.E.  as  a  %   of  U.  S.       N.E.  as  a  %   of  U.  S.  Adjusted 

94.2 

93.  I 

93.3 

1963  83.5  93.7 

However,    if  the  U.    S.    data  are  adjusted  by  calculating  what  value 

added  per  manhour  would  be   in  the  United  States  if  the  nation  produced 

the  same  products   as  New  England,   the  data  show  an  entirely   different 
trend   (column   2). 

The  explanation   for  these  two  apparently   conflicting  sets  of   data 
is   very  simple.      When  the  typical    manufacturing  employee   in  New  England 
is  working,   he   is   producing  more  of  the   final    product  with   his  own  hands, 
with    his   mind,    and  with   his    ingenuity  than    is  a  manufacturing  employee 
in  another  part  of  the  countn/.      Capital    equipment   is  not  helping  him  as 
much,    and   value  added  per  manhour   is    low.     Therefore,   the  unadjusted  data 
should   not  be   interpreted  to  mean  that  New  England   firms   are  mismanaged 
and  are  terribly    inefficient.      The   unadjusted   data  also  do   not  mean  that 
firms    in   New  England   get  only   83  percent  as   much   productivity    from  their 
workers   as    firms    in  other  parts  of  the  country.      Nor  should  this   data  be 
used  to  suggest  that  New  England  workers   are    inherently    lazy  or  unproduc- 
tive. 

The  adjusted  data   (column   2)   show  how  much    value  added  per  manhour 
United  States   manufacturers  would  get   if  they   produced  the  same  products 
as   New   England   firms.      The  adjusted   data  show   no  declining  trend    in 
productivity   between    1947   and    1963.      I    could  go  on  to  explain  why   New 
England's   "productivity"    is  94  percent  of  the  national    average   rather 
than    100  percent  or    110  percent.     However,   this  would    involve  a  very 
technical    discussion   and    is    not  appropriate   in  this   short  speech. 

What   reasons   are  there   for  New  England   firms  to  produce    labor 
intensive  products,    other  than  the  fact  that  there    is   nothing  else  they 
can  produce  at  a  competitive  cost?     One   reason    is  that  employers    in   New 
England   generally  enjoy    low  wage    rates   compared  with   similar  employers 
hiring  semi-skilled  and  skilled    labor   in  other  parts  of  the  country.      I 
want  to  emphasize  that  this    is  true   for  semi-skilled,   skilled,   and 
professional     labor;    it   is    not  true   for  unskilled    labor.     This  wage    rate 
advantage  often  amounts  to    10  percent  or  more  of  wage   costs.      In   many 
industries    it   is  equivalent  to  5  percent  of  total    production  costs. 
Thus,   even  though   New  England's    labor   intensive    industries  have  a  slight 
locational    disadvantage,   they   have  the  offsetting  advantage  of    lower 
wage   rates . 
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There    is   some  evidence  that  workers    in  New  England  are  somewhat  more 
productive  than  those    in  other   regions.     Here  again,   this  statement  should 
be   restricted  to  semi-skilled  and  skilled    labor;    some    information  suggests 
that  unskilled    labor   is    less  productive.      Some  years   ago,   the  Federal 
Reserve  Bank  of  Boston  surveyed  a    large  number  of  manufacturers    in  New 
England  about  their  advantages   and   disadvantages.      In  general,   the   respon- 
dents emphasized  their  disadvantages.      However,    most  of  the  663  respondents 
believed  that  the  "availability"  of    labor  and  the  "character"  of  their 
labor  force  offered  them   important  advantages.      In  this  survey,   the  term 
"character"   did   not   refer  to  whether  workers  went  to  church   or  not,   but 
referred  to  their  dependability,   productivity,    and  turnover.     The  avail- 
ability of    labor  was  thought  to  be  an    Important  advantage  by  51    percent 
of  the   respondents.     The  character  of  the    labor  force  was   considered  an 
Important  attraction  by   57  percent.      Less  than    10   percent  thought  that 
either  factor  was   a  significant  disadvantage.     When  you  consider  the 
cautious   and  pessimistic  attitude  of   most  of  our   respondents,    I    think  this 
Is   an   overwhelming  endorsement  of  the    labor  supply  here    In  New  England. 

Another  advantage  New  England  has,    although    it   is   not  unique.    Is 
that  most  New  Englanders   choose  to    live   In  the   region    in  which  they  were 
born.     Those  who  do  move  out  are   usually   between  the  ages  of  20  and  40. 
They  have   a  high   school    education,   speak  good  English,   have    learned  basic 
skills,   and   are    readily   accepted    in  all    parts   of  the  country.      During 
periods   of   full    employment  they   have  the  option  of   accepting  higher  paying 
jobs    in   other   regions.      In    recent   full    employment  decades,   the  average 
annual    net  out-mlgratlon  of   native  born  persons   averaged  somewhat  over 
10,000  persons   annually.      However,    in   very   few  decades    during  the    last 
100  years   has  the  net  out-migration  of   native  born   persons  exceeded  the 
natural    rate  of    increase  of  population  of   native  born   persons    In  any  state 
I n   New   Eng land. 

In   addition,    foreign   born   persons   continue  to  move    Into  New  England. 
They   moved    In  by  the  millions   around  the  turn  of  the  century,   but  even 
during  the    last    10  to    15  years  the   foreign   born   have  continued  to  settle 
in  our   region.      In   northern  New  England    It   Is   apparent  that  the  avail- 
ability of  work    in  the  textile,    apparel,    lumber,    and  shoe  and    leather 
industries   continue  to  attract  the   foreign   born.      It    Is   also  probable 
that   new   Immigrants  wish  to  join  earlier   immigrants  who  speak  the  same 
language,   have  the  same    religion,    and  enjoy  the  same  type  of  social    life. 
In    recent  decades,   the  net   in-mlgratlon  of  the   foreign   born  has   averaged 
somewhat    less  than    10,000  persons   annually.      As   a    result,   Rhode    Island, 
Massachusetts,    and  Connecticut  have,   with   the  exception  of  New  York  City, 
the  highest  percentage  of   foreign   born   and  people  of   foreign  extraction 
of   any   part  of  the  country.      So,   the  slight  out-migration  of   native  born 
people    is    largely  offset  by    In-mlgratlon  of    foreign  born   persons.      Thus, 
the  natural    biological    increase  of  the  population   maintains   a  steady    rate 
of   population  growth. 

Altogether,   then,    there  has   been    little   net  migration   from  New 
England.      The  explanation  of   New  England's   slower  population  growth    (12.8^ 
in  New  England  compared  to    18.5^    in  the  United  States   between    1950  and 
I960)    must  be  explained  by   a    low    fertility    rate  and  other  demographic 
characteristics   of   the  population.      It  cannot  be  explained  by  out-mlgrat ion 
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of   the  population    in  search   of  higher  wage   rates  elsewhere.      Before  we 
would  have  substantial    out-migration,   wage    levels  would  have  to   fall 
to  much    lower    levels  than  those  prevailing    in  New  England  today.      In 
a    recent  Ph.D.    thesis   at  the  University  of  Chicago,    Larn/   Sjaastad 
estimated  that  wage    levels    in   most  states  would  have  to   fall    to    levels 
50   percent  below  the  national    average  before   net  out-migration  would 
exceed  the  natural    rate  of  population    increase.      It  takes  that  kind  of  a 
wage    rate  disadvantage  to  force  people  to  move  out    in  sufficient  numbers 
to  bring  about  an   absolute  population  decline.     Thus,   New  England's 
slight  wage    rate  advantage    (from  the  employer's   point  of   view)   will    stay 
with    us    for  many  years.      I    doubt  that  New  England  will    move    into  wage 
rate  equilibrium  with   the   rest  of  the  country   because  of  out-migration. 

I    should  point  out,   however,   that  an   absolute  population   decline   is 
taking  place    in  a   number  of  hill    towns  of   northern   Vermont  and  New 
Hampshire,    and    rural    towns    in   northern   Maine  where  good  jobs  are  scarce 
and  wage    levels   are   very    low.      In   most  parts   of  New  England,   however,   the 
population  continues  to   increase.     Admittedly,   however,    it   is   growing  at 
a  slower   rate  than    in  the   nation.      For  this    reason  we  do   not  need   all    the 
capital    investment   in  community  services   and  private  facilities    required 
of  a   rapidly   growing  economy  such   as  that   i n  Ca I i fornia.     This    is   another 
reason  we  can   afford  to  export  capital. 

So   far  as   public  policy    is   concerned,    I    endorse  what  Professor  Chinitz 
has   suggested:      the   future  of  New  England  depends   more  on  training  a 
highly   skilled    labor  force  than    it  does  on  trying  to  compete  with    very 
low  wage   rates    in  the  conventional    mass   production    industries.     Within 
New  England  the  skill    level    of  the    labor  force   varies   considerably. 
Connecticut  and  Massachusetts  have  a   very   high   skill    level,   but   in  Maine, 
New  Hampshire,   Vermont,    and  Rhode    Island  the  skill    level    is  below  the 
national    average.      Our  experience    in  Connecticut  and   in  Massachusetts 
suggests  that  these  other  New  England  states  should  do  everything  possible 
to  shift   from  old    line   immigrant    labor   intensive    industries  to  the  new 
labor    intensive    industries.     The  manufacture  of  technical    items   and 
specialty  products,  which    requires  that  a   very  substantial    amount  of 
human  effort  be  devoted  to  a  small    volume  of    raw   materials,   can  be  accom- 
plished profitably    In  New  England's  economic  climate.      However,    it  does 
require    investment   in  human    resources   at  a    rate  that  probably  exceeds 
amounts   being    invested    in  most  New  England  states.      It  seems   probable 
that  we  should  be  taxing  more  and   reinvesting   more  at  home    in  this   field 
than  we  are  today. 

Part  of   New  England's   continued  growth   can   be  attributed  to   its 
"head  start."      Most   regional    manufacturing   firms   are  managed  by   New 
Englanders.     The  heads  of  these   firms   generally   do  not  consider   relocating 
their  plants  to   improve  their  competitive  situation,   but  adjust  to  their 
locational    disadvantages  by   changing  their  product    line. 

Professor  Wickman,   of  the  University  of  Massachusetts,   wrote  a 
doctoral    thesis   at  Syracuse  several    years   ago   in  which   he  surveyed  the 
furniture   manufacturers    in  New  England.      Most  of  those   interviewed  said 
they   should   not  be    located    in  our  region  but  should  be    located   in  the 
South.      However,    very    few  of  them  even  considered  moving  out.      In   general. 
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they  appear  to  have  figured  out  what  they  can  produce  in  New  Enqland  at  a 
profit.  They  have  adjusted  their  product  line  (by  producinp  specialties) 
to  be  competitive  rather  than  sticking  with  an  existing  product  line  and 
producing  it  at  the  lowest  cost  location  in  the  United  States.  George 
Ellis,  President  of  the  Federal  Reserve  Bank  of  Boston,  found  in  an  inter- 
view study  that  the  vast  majority  of  new  plants  established  in  New  England 
immediately  after  World  V/ar  II  were  managed  by  New  Englanders  who  preferred 
to  remain  here.  Moreover,  he  found  in  a  few  cases  that  outside  firms 
deliberately  chose  locations  in  Vermont  and  other  scenic  areas  because 
they  preferred  the  people  and  the  countryside. 

Another  advantage  of  New  England's  head  start  is  the  fact  that  New 
Englanders  have  long  specialized  in  the  metalworking  industries  and  in 
providing  insurance,  banking,  engineering,  and  consulting  services.  All 
of  these  activities  have  a  high  income  elasticity  of  demand.  Thus,  the 
natural  growth  of  the  United  States  economy  has  benefited  this  type  of 
economic  activity.   Unfortunately  Vermont,  Maine,  and  Rhode  Island  until 
recently  have  been  oriented  toward  agriculture,  textiles,  and  other  immi- 
grant Industries  and  have  not  benefited  from  a  rapidly  growing  demand  for 
their  products.  However,  now  that  textiles  and  farming  have  become  less 
Important  In  those  states.  It  is  likely  that  their  economic  adjustment 
problems  will  be  less  difficult. 

The  "head  start"  has  helped  the  New  England  economy  In  still  another 
way.  The  region  has  long  had  a  manufacturing  economy.  As  a  result,  our 
labor  force  is  well  trained  and  manufacturers  find  It  possible  to  recruit 
specialized  skilled  labor  and  to  purchase  specialized  parts  and  services 
of  all  sorts.  One  unique  aspect  of  Industrialization  In  New  England  is 
that  each  metropolitan  area  Is  within  a  6  hour  drive  (at  the  most)  of  every 
other  metropolitan  area,  and  in  most  cases  they  are  less  than  100  miles 
apart.  Altogether  88  percent  of  New  England's  population  lives  within  a 
20  mile  drive  of  the  exterior  boundaries  of  a  standard  metropolitan  area. 
Specialized  manufacturers  and  suppliers  of  parts,  specialized  repairmen, 
and  specialized  consultants  In  one  metropolitan  area  are  within  easy  reach 
of  almost  any  manufacturer  in  the  region. 

In  some  ways  New  England  Is  I  I ke  a  giant  Los  Angeles.  We  have  millions 
of  people  living  within  a  short  distance  of  each  other.  However,  our 
metropolitan  areas  are  separated  by  green  spaces,  rural  land,  and  forest 
land.  This  is  very  fortunate.  New  Englanders  have  most  of  the  benefits 
of  the  external  economies  which  go  with  being  part  of  a  huge  megalopolis, 
but  as  of  now  we  do  not  have  all  the  problems  associated  with  urban  sprawl. 

Inevitably,  the  future  will  bring  urban  problems  to  our  rural  communi- 
ties. All  of  New  England's  metropolitan  areas  are  being  linked  with  high 
speed  Interstate  highways.  The  northern  reaches  of  the  Eastern  Seaboard's 
megalopolis  is  creeping  Into  all  of  Vermont,  into  southern  New  Hampshire, 
and  southern  Maine.  Two  decades  from  now  I  believe  we  will  see  the  clear 
outlines  of  development  of  the  Atlantic  Seaboard's  megalopolis  up  through 
Vermont  to  Montreal.  As  a  result,  very  few  of  New  England's  rural  towns 
will  be  predominantly  oriented  toward  agriculture.   Even  today,  in 
northern  New  England  the  rural  non-farm  population  far  exceeds  the 
rural  farm  population.  People  live  in  rural  areas  but  they  work  in 
the  adjoining  metropolitan  area.  As  urban  life  is  Introduced  into 


25 


all    the  space  between  metropolitan  areas,   our   rural    communities  will    need 
to   introduce    local    and   regional    planning  arrangements  to  prevent  the  urban 
blight  that  has   become  so  characteristic  of  our  urban  society. 


Conclusion   and  Summary 
In  summary,    my   main  points   have  been: 

(1)  New  England  has   very    few  physical,    geographical,   or    locational 
advantages  to  attract  and  support   industry   and  agriculture. 

(2)  Nonetheless,    certain   types   of   high   quality    labor   intensive 
industries   continue  to  grow   and  thrive    in  New  England's  economic  climate. 
A   rapid  shift  toward    labor   i  ntens  i  veness  has  tai<en  place   in  the  postwar 
periodo      I    see   no   reason  why  this   growth  will    not  continue    in  the   future. 

(3)  New  England's   growing    industries   are   very   dependent  upon   a 
plentiful    supply  of  semi-sl<i  I  I  ed   and  skilled    labor.      In  the   future,   more 
investment   in  public  educational    systems  will    be  needed  to  provide  even 
better  trai  ni  ng. 

(4)  We  should  be  proud  of   our    labor   intensive  specialization    in 
New  England.      Our  new  high    income    labor   intensive    industries   are  growing 
rapidly   and  are  highly   prized  by    industrial    developers    in  all    parts  of 
the  United  States. 

(5)  We  should   not  be  ashamed  that  we  are  exporting  capital.      Our 
economy   does   not   require  the  capital    needed    in  other  regional    economies. 
Furthermore,    capital    exports   help  build   up    income    levels    in  the   region 
when  dividends   are   returned    in  subsequent  years. 


DISCUSSION   OF  ROBERT  W.    E I SENMENGER'S   PAPER: 
"NEW   ENGLAND:       ITS   PROBLEMS   AND  PROSPECTS" 

J .   Thomas   Romans* 


I    appear  as   an   outsider   in   a   discussion   about  the  New  England  economy 
with    insiders.      Rather  than   apologize  for  my  credentials,    let  me  say 
that    I    have    lived    in  New  England,    gone  to  school    here,    and   am  delighted 
to   return.      In   addition,    my  mother's   family  -   an  exception  to  the    low 
fertility    rate   in  New  England  to  which   Dr.    Eisenmenger   referred  -   allows 
me  to  claim  as    relatives   a  high   percentage  of  New   England's    labor  force 
and  an  even  higher  percentage  of    its    unemployed.     Thus    it   is   apparent 
that    I    come  with   a    long  standing    if  spastic  grasp  of  the  situation. 

The  title  of  this  conference   refers   to  New   England  as   a  "mature 
economy."      AM    too  often  we   read    into  the  word  maturity    implications 
of  stagnation,    decay,    and   decline.      But  maturity   also   implies   devel- 
opment,   stability,    and  even  affluence.      And    indeed,    it  seems  to  me, 
this    is  where  New  England's   comparative   advantage  may    lie.      For  this 
encouraging   perspective  we  are    indebted  to  Dr.    Eisenmenger.      In  spite 
of  the  extensive   natural    resource  disadvantages  which   Dr.    Eisenmenger 
has   catalogued  so  well,   he  offers   us   an  optimistic  view  of  New  England's 
economic  position   and   future.      He  suggests   a  model    in  which  New  England's 
comparative  advantage    lies    in    labor-intensive    industries  of  two  types: 
one   in  which   New  England  offers    lower  than   national    average  wage   rates, 
and  the  other   in  which   New  England  offers   a  highly  skilled  and  quality 
labor  force  to  an  extent   not  available    in  other   regions.      However,    I 
am  not  as   optimistic  as   he,    and  would   give   a  somewhat   different   inter- 
pretation to  the  facts   and  trends  which   he  outlines.      I    would  place 
a  somewhat   different   interpretation  on  two  aspects    in  particular:      the 
expansion  of    labor-intensive    industries    in  New  England  and  the  export 
of    financial    capital    out  of  the  New  England   region. 

Dr.    Eisenmenger  asserts  that  we  should  be  proud  of  our    labor-intensive 
specialization   in  New  England,    and  that  such    industries   are  growing 
rapidly.      I    would  argue  that  the  expansion  of    labor-intensive    indus- 
tries  are  every   bit  as   much   a  symptom  of  economic   illness   as  they  are 
its   cure.      Insofar  as  the  existence  of    labor-intensive    industries    is 
a    result  of    low  wages   and  their  expansion  a   result  of  the  perpetration 
of    low  wages,   they  hardly  seem  to  be  offering  a  solution   for  New  England's 
economic  problems.     The  continued  expansion  of  such    industries    in  New 
England    is   dependent  on  continued  below-average  wage    levels    in  New  England, 
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Insofar  as  the  expansion  of    labor-intensive    industries    is    restricted 
to  certain  high-wage  and  technical    (that   is,    almost  entirely   professional- 
oriented)    industries  which   presumably  exist   in  New  England   due  to  New 
England's   past  high    investment   in  public  and  private  education  and 
the  accompanying  conglomeration  effects  these  have  created,    I    go  along 
with   Dr.    Eisenmenger  more  willingly.      However,    I    would  warn  that  these 
Industries   are    relatively  small    in  the  total    picture,    are    located    in 
a    relatively   few   restricted  areas    in  New  England,    and  employ  the  most 
geographically   mobile   component  of  the    labor  force.      Relative  to  this 
last  point,   the  national    trend  of    increasing   public   (relative  to  pri- 
vate)   higher  education,    may  erode  New  England's   comparative   advantage 
resulting   from  her  past  high    Investment   in  education.     The  theory  of 
comparative   advantage    rests  solely  on    resource   immobility,    and    insofar 
as   these  highly   trained,   technical    labor  resources   are  geographically 
mobile  or  become  more  so.    New  England's   comparative  advantage  may  be 
lost. 

Dr.    Eisenmenger  states  that  the  term  "labor   Intensive"   offers 
bad   connotations   to  many   people  because  they   associate    low-wage   indus- 
tries with    It.      1    agree  with  the  view  that    low  wages    In  New  England 
are   not  the   result  of   the    location  of    labor-intensive    industries    In 
New  England.      However,    1    believe  that  the    location  of    labor-intensive 
Industries    in  New  England    Is   a   result  of    low  wages.      Labor-intensive 
Industries   are   not   necessarily    low-wage   Industries,   but    labor-intensive 
Industries   presumably   are  more  sensitive  to  wage    rates  than  capital- 
intensive    Industries,    and  should   be  attracted  to    low-wage  areas. 

With    reference  to  New  England's  export  of   capital.    Dr.    Eisenmenger 
suggests  that  New  England  "does   not   require  the  capital    needed    in  other 
regional    economies,"   so   it   Is  exported.      1    would  prefer  to  state   It: 
New  England    industry    is    unable  to  offer  a   return  to  capital    competi- 
tive with   the   return  offered    in  other  regions,   so   it   is  exported. 

We  are    left  with   the  situation  that  New  England  exports  to  the 
rest  of  the  world  two  things:      the  output  of    labor-intensive    indus- 
tries  and  capital.      Dr.    Eisenmenger  views  the  New  England  economy   as 
a  microcosm  of  the  paradox  which   Professor  Leontlef  of  Harvard  has 
posed   for  the  United  States.      Dr.    Eisenmenger  refers  to  this  paradox 
In  his    recent  book.     The  United  States    is   a  capital-intensive  economy 
but  exports  the  output  of    labor-intensive    Industries.      Similarly,   New 
England  has   abundant  capital    but  specializes    In,    and  exports,   the  out- 
put of    labor-intensive    industries.      In   both   cases,   the  explanation 
offered   for  the  paradox   Is  that  the  quality  of  the    labor  force  makes 
both   the  United  States'    and  New  England's   comparative   advantage    lie 
in  technically  skilled,    labor-intensive  output.     However,    for  reasons 
already  mentioned,   and  because  of  the  far  greater  homogeneity   and  mobility 
of    labor  between  New  England   and  the   rest  of  the  country  than  between 
the  United   States   and  the   rest  of  the  world,    I    question  the  continued 
Importance   and  permanence  of   this  high-quality    labor  as   a   resource 
base   for  New  England. 

The  net  out-mlgrat ion  of    10,000  native-born   persons   per  year, 
whom  Dr.    Eisenmenger  describes   as  high   quality,   when  taken   in  conjunc- 
tion with   the  net   in-mlgration  of    foreign  born   of  the  same  magnitude. 
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implies   a  shift   in  the    labor  composition  of  New  England   from  high-wage 
to    low-wage  employment.     This   also  appears    inconsistent  with  the  con- 
clusions  Dr.    Eisenmenger   reaches,   and  the  phenomenon  seems  to  me  to 
be  a  matter  of   concern.     We  observe  the  exact   reverse  situation    in 
Appalachia,    for  example:      a   net  outflow  of  persons    in    low-wage  employ- 
ments  and  an    inflow  of   persons    in  high-wage  employments.     This  seems 
to  me  to  be  a  much   more  encouraging  economic  sign  than  the  opposite 
situation  wh'ch   exists    in  New  England. 

Relative  to  the  point  that  "workers    in  New  England  are  slightly 
more   productive  than  those  employed    in  other   regions,"   Dr.    Ei senmenger' s 
data  on   adjusted   value   added  per  worker  contradict  this.     Given  the 
composition  and   aggregation  problems    implicit   in  such    data,    insofar 
as  the  same    industries   are  being  compared  between  New  England  and  the 
U.S.    (in  column    (2)    of  his  table),    value   added  per  worker  -  which    is 
the  way  we   usually   measure    labor  productivity  -    is    lower   in  New  England 
than  elsewhere.     This    lower  productivity   may   be  due  to   inferior  capi- 
tal   and   natural    resource    inputs    rather  than  the  "character"  of  the  New 
England    labor  force,   but  the  fact   remains   that   in  those   industries    in 
which   New  England  specializes,    value  added  per  worker   is    lower   in  New 
England   than    in   the   U.S.    as    a  whole. 

What    is   the  cause  of  this    lower  than   national    average  wage   rate 
in  New  England?      Following   a  Heckshler-  Oh  I  i n  approach    (which    in  the 
literature  of    international    trade  has  the  status  of   a  theorem)    we  could 
explain  the    lower  wages  on  the     basis  of  two  things:      (I)    a   relative 
abundance  of    labor   relative  to  other   inputs,    and/or  (2)    low   demand   for 
the  output  of    labor-intensive    industries.      Raising  the   rate  of   return 
to  capital    in  New  England  would   attack  both   aspects,    increase  the  capi- 
tal   intensity  of  the   resource  endowment  of  New  England,    and  shift  the 
composition  of  production  to  more  capital-intensive   goods  with   possi- 
bly  greater  demands.      I    have    little  to  suggest  as   an  appropriate  policy 
to  achieve  this.      However,    I    do  not  think  the  problem  should  be  dis- 
missed,   but  confronted.      It    is  exactly  this   problem,   the  difficulty 
of    raising  the   rate  of    return  to  capital    in  New  England,   which   makes 
me  so  much   more  pessimistic  than  Dr.    Eisenmenger  about  the  economic 
future  of   at    least  substantial    portions  of  New  England. 

Why   do  we   not  observe  more  capital    investment  and  a  shift  toward 
more  capital-intensive  output?     The  answer,    it  seems   to  me,    is  that 
returns  to  both   capital    and    labor  are    lower   in  New  England  than  else- 
where.    Capital    is   more   mobile  and  sensitive  to  economic   incentives 
than    labor,    and    leaves.      Labor,   whose    location    is  sensitive  to  more 
non-economic  considerations,    remains,   selling    its  services  at  the  mar- 
ket  rate  which    is    lower   in  New  England  than  elsewhere.      Labor  presum- 
ably   is  willing  to  accept  a  negative    locational    rent  for  the  privilege 
of    living    in  New  England.      1    know  that  many   college  professors   do,   so 
1    have    little   doubt  that  other    laborers   do  also.      Insofar  as   New  England 
labor   is  of   higher  quality   and  "more  productive"  than  equally  trained 
labor  elsewhere  -   a  conclusion  of  the  Boston  Bank  study   based  on  state- 
ments of  employers  -  the   interregional    wage   difference   understates  the 
negative    locational    rent. 
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In   any  event,    lower    labor  costs   support  the  demand   for  capital 
in  New  England,    allowing  New  England  to  hold  on  to  such   capital    invest- 
ment as    it  does   have.      Low  wages   also  encourage  the  development  of 
labor  relative  to  capital-intensive    industries   and  production  processes. 
The   rise  of    labor-intensive    industries    in  New  England  seems  to  me  more 
a    result  of  New  England's   competitive   disadvantage  than  a  solution 
to    it.     The  bright  spot   in  the  picture   is  that   industries  with   appro- 
priate production    functions  exist,   so  that   relative  to  the  national 
wage   norm,   wages   do  not  have  to  be    lower  than  they   already   are    in  order 
to  attract   and  hold   sufficient   industry  to  employ   the    labor  force. 


DR.    EISENMENGER'S   REPLY  TO   DR.    ROMANS 


That  was   an  excellent  comment  by  Professor  Romans.      He    raised  so 
many   points  that    I    don't  know  where  to  begin.      Nevertheless,    I    will    be 
brief. 

Professor  Romans   says  that  we  have    labor-intensive    industries   and 
relatively    low  wage   rates  here  because  we  have   few    locational    advantages. 
I    agree  with   him.      However,   he  seems  to  be  pessimistic  about  this  trend 
of  events.      1    am  not.     We   now  specialize   in  those   industries    in  which 
our    locational    disadvantages   affect  us    least,    in  which   our    labor-force 
advantages   and  educational    facilities  help   us.      I    don't  think  there  could 
be  a  better  economic  adjustment  for  New  England. 

I    want  to  emphasize  that  as    firms    in  New  England  become    increasingly 
labor   intensive,   they    reach   the  stage  where  the   region's    locational 
disadvantages  hardly   affect  them  at  all.     One  of  our  most   rapidly   growing 
labor-intensive    industries    in  the  postwar  period  has   been  private  higher 
education.     There   is   a    large   demand    in  the  nation   for  fancy  educations, 
and  you   can   get  a   fancy,   expensive  education    in  New  England.     The    labor- 
intensive   insurance  and   research   and  development   industries  have  also 
grown   rapidly.      Many   firms   around  Route    128  are   devoted  almost  entirely 
to   research   and  development   rather  than  manufacturing.      These  types  of 
operations    (education,    insurance,    research   and   development)    are   not  hurt 
by  New  England's    location  or    lack  of    resources. 

Admittedly,   employers   here  have  adapted  by  producing  those    items   and 
services  which   they   could  produce  at  a  profit.      However,   they  have  spe- 
cialized to  such   an  extent  that  the  traditional    locational    features  which 
affect  most  manufacturing    firms    no    longer  affect  them  adversely. 

So  far  as   value  added  per  manhour   is  concerned,   the  New  England 
figure  was   about  94  percent  of  the  national    average    in    1963.     Of   course, 
this    is  still    6  percent   less  than  the  nation  as   a  whole.      1    claim,   how- 
ever,  that   value   added  per  manhour    is   not  always   a  good  measure  of  physi- 
cal   productivity.      If   a   firm  produces   a  machine   in  Boston   and  ships    it  to 
the  Midwest,   the  value  added  -  the  difference  between  the  FOB  mill    price 
and  the  cost  of   raw  materials  -  will    be   less  than  that   for  a  Chicago  firm 
also  shipping  the  Identical    product  to  the  Midwest.     Because  of  high 
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shipping  costs  the  Boston  firm  will  receive  less  FOB  mill  for  its  output 
and  will  also  pay  more  for  its  raw  materials.  Thus  a  given  amount  of 
value  added  represents  more  physical  output  here  than  it  does  in  other 
parts  of  the  country.  So  I  would  argue  that  the  94  percent  underestimates 
the  relative  physical  productivity  of  New  England  firms  and  that  the 
"real"  figure  is  higher,  probably  96  or  97  percent. 

We  are  probably  still  slightly  behind  the  nation  because  of  some 
outmoded  plants  and  equipment.  However,  the  product  mix  in  New  England 
is  still  changing  radically  with  new  plant  and  equipment  investment. 

One  suggestion  by  Professor  Romans  was  that,  somehow,  with  all  the 
native  born  persons  moving  out  and  foreign  born  people  moving  in.  New 
England  is  losing  its  highly  educated  population  and  receiving  the 
ignorant  from  abroad.   I'm  not  at  a  I  I  convinced.  The  percentage  of 
foreign  born  in  this  region  is  declining  steadily.  Although  we  still 
have  the  highest  percentage  of  foreign  born  and  foreign  stock  of  any 
region  in  the  country,  that  percentage  is  declining  each  year  as  the 
older  people  pass  away  and  their  children  take  their  place.  Also,  ten 
thousand  people  migrating  out,  and  another  ten  thousand  migrating  in  is 
insignificant  when  considering  a  labor  force  of  more  than  four  million. 
Furthermore,  many  of  these  foreign  born  people  teach  at  our  educational 
institutions,  are  doctors  or  skilled  technicians,  and  are,  in  general, 
highly  educated.  Our  immigration  laws  are  designed  to  bring  in  the  cream 
of  the  crop  so  far  as  education  is  concerned. 

There  are  some  exceptions.  Some  French  Canadians  move  down  to  the 
textile  and  apparel  mills  in  Maine,  but  we  have  had  a  steady  decline  in 
our  overal I  employment  in  texti  le  and  apparel  mi  I  Is.   In  the  past  12 
months  we  have  lost  about  eight  thousand  employees  in  textiles  and 
apparels  combined,  and  had  a  more  than  equivalent  growth  in  our  special- 
ized technical  industries.  Because  the  trend  is  toward  higher  skill 
level  employment  as  New  England  moves  into  increasingly  more  labor- 
intensive  industries,  I  would  expect  that  our  relative  productivity 
compared  to  the  nation  would  increase.  We  are  moving  out  of  the  indus- 
tries in  which  our  physical  geographic  disadvantages  play  an  adverse  role. 
I  don't  believe  a  chemical  complex  or  an  integrated  steel  mill  should  be 
located  in  New  England.  Such  plants  would  face  serious  locational  disad- 
vantages. The  value  added  per  manhour  of  a  steel  mill  located  in 
Burlington,  Vermont  might  be  75  percent  of  the  national  average  for  steel 
mills! 

One  other  point:  Can  New  England  afford  to  export  the  capital?   I 
think  that  we  can  because  we  have  a  slowly  growing  population,  and  we 
don't  have  to  put  in  as  many  streets,  highways,  colleges,  and  medical 
schools  as,  say,  California.  The  need  for  social-overhead  capital  is 
very  great  in  a  rapidly  growing  state.  California  has  been  forced  to 
obtain  capital  from  other  more  slowly  growing  regions.  One  of  the  rea- 
sons our  national  economy  is  efficient  is  that  slowly  growing  areas 
(such  as  New  England)  with  an  excess  supply,  can  export  capital  to  the 
regions  that  have  a  deficiency.  This  is  a  good  thing. 

There  is  another  important  point  against  a  pessimistic  outlook  for 
New  England.   (It  may  overshadow  most  of  the  economic  analysis  in  my 
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talk.)      if  you    read  Jean  Guttman's   book  "Megalopolis,"   and  you    look  at 
New  England  on   a  map,   you  will    note  that  we  are  on  the  active  growth 
fringe  of  the  whole   Eastern   Seaboard's  megalopolis.      In    recent  years   a 
number  of   firms  have  established   new  plants    in  southern   Vermont  where 
they   produce    items    for  the  New  York  City  market.     These   firms   are    in 
Vermont  because  the  managements    like  the  amenities  of    life   in  Middlebury, 
Burlington,    and  Brattleboro.     They   can  make  overnight  shipment  to  New 
York  City   and  their  employees   are  willing  to  accept    10   percent,    15  per- 
cent,  or  20  percent    lower  wage    rates  than  they  would    in  New  York  City. 
The   demand   for  amenities   along  with   money    income    is  one  of  the  reasons 
we  had   a  population  explosion    in  the  suburbs  of  our  metropolitan   areas 
in  the  postwar  period.      In  the   future  this  explosion  will    continue    in 
southern   New   England  and   northern  New  England.      Our  region  happens  to  be 
in  the   right  place   at  the   right  time.     The  problem  for  people    in  state 
and    local    government  and    in  the   real    estate  business,    of  course,    is  to 
control    the  explosion  so    it   doesn't    leave   devastation    in    its  wake. 

Sumner  Hoisington  brought  up  the  point  about   including   Fairfield 
County    in  New  England  statistics.      Most  of   my  statistics  exclude    it;    if 
you    include   Fairfield  County,   there  was   a   net   in-migration  to  New  England 
between    1950   and    1950.      If  you  exclude    it,   you  have  a  slight  net  out- 
migration. 

Sumner  made  one  point  with  which    1    am   in  wholehearted  agreement. 
He  pointed  out  that  one  of  the  major  problems  of  poor  communities    in  New 
England    is   a  weak  tax  base.     Here    in  New  England  we  have  a  Puritan  ethic 
that  applies  to    local    public   finance.     We   force  each   community  to   rely 
on    its   own   fiscal    resources.      If  a  town  has   a   very    limited  tax  base,    it 
can  spend  only   a   very    limited  amount  of   money.      State  aid    is   relatively 
small.      In  Massachusetts,    for  example,   the  equalized  school    tax    rate   is 
four  or  five  times   greater    in  some  communities  than    in  others.      This    is 
not  because  the  ones   with   the  high   tax    rate  are  spending  the  most.      The 
reverse   is  true.     The  communities  that  spend  the  most  on  school    taxes  and 
on   public  services    in  New  England  generally   have  the    lowest  equalized  tax 
rates.     They   are  wealthy   communities  that  have  average   unit  housing 
values   of  $40  or  $50  thousand,    and  perhaps   an    industrial    plant  besides. 
These  wealthy  communities  typically   zone  out    lower-income  people  and 
force  them  to    live    in   adjoining  towns.      Thus,   they   spend  a  great  deal    and, 
at  the  same  time,   have   very    low  tax    rates. 

Unlike  California  and   most  southern  states.    New  England  states   don't 
have   much   equalizing  aid.      This    is   unfortunate.      If   we  are    interested    in 
educating   children   for  the   future,   we  should   make  sure  that  all    children 
receive   a  good  education.      1    believe  this    is  essential    in  a   democratic 
society o 


DISCUSSION   OF   ROBERT  W.    EI SENMENGER'S   PAPER: 
"NEW   ENGLAND:      ITS   PROBLEMS   AND  PROSPECTS" 

Sumner  J.   Holsington* 

Looking  at  the  six-state   region    in  the  aggregate    leads   me  to  agree 
generally   with   Dr.    Eisenmenger's  optimistic  conclusions.      Historically, 
New  England    industry  has   successfully   adjusted  to  changing  national 
demand   for   its   exports,   to  changing    levels  of  technology,    and  to   increased 
competition    from  other  areas.      Projections  by  both   public  and  private 
agencies  would  tend  to  support  the  view  that  the  New  England   region 
will    continue  to  perform    in  a   relatively  satisfactory   manner.      Total 
population   and  employment  will    continue  to  grow   as  will    per  capita  out- 
put and    income,    although   at   rates   slightly   under  those  projected   for 
the  United   States   as   a  whole. 

Thus,    my    remarks  will    not  challenge  the  basic  substance  of  the 
Eisenmenger  paper,    although   given  more  time,    I    would  attempt  some  clari- 
fication  of  the  growth   model    implied  by  his  explanation  of  economic 
development   in  the   region.      Instead,    I    will    suggest  that  a  geographi- 
cally  more   disaggregated  approach    is    required,    in  order  to  provide   rele- 
vant  information   for  public  policy   and   decision   making,    not  to  mention 
private   decisions.     What    I    am  saying    is  that  despite  anticipated  growth 
in' New  England,    many  of    its  sub-areas   have    important  problems  whose 
solutions    require  the   contribution  of  economists   and   regional    planners. 

Just  as   aggregative   growth   models  tend  to  obscure   fundamental    opera- 
tions  within  the  economy,   so,   too,   will    undue  emphasis   upon  New  England 
tend  to  mask   important  socio-economic  problems    facing  specific  sub- 
areas.      For  example,   to   include   Fairfield  County    in  southwestern  Connecticut 
(which    is   a    logical    extension  of  the  New  York  area),    northern   Vermont, 
Cape  Cod,   and  the  central    cities    (such   as  Boston,    Providence,  Worcester, 
and  Hartford),    under  the  same  statistical    umbrella,    requires  a  great 
deal   of  "averaging"    in  the  process. 

Many  of  our  major  communities   and  their  surrounding    labor-market 
areas   continue  to   face   difficult  problems   of  adjustment  stemming   from 
rigidities  within  their  economic  structure.     They   are  economic  prob- 
lems   relating  to  the  efficient  allocation  and  utilization  of  the   resources  - 
labor,    land  and  capital    -  and  to  the  ability  of  governmental    units  to 
supply  the  social    services   and   facilities  which    its    residents  will    demand 
and    require,    if  the  sub-areas   are  to   remain  economically   competitive. 


*Dr.   Hoisington    Is   a  member  of  the  Boston   Metropolitan   Area  Planning 
Counci  I . 
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They   are  problems  which,    in   many   cases,    I i e  at  the  very  heart 
of   development.     They    require  clear  expression  of  policy,   the  explora- 
tion of  alternatives,   evaluation  of   current  efforts,   establishment 
of  programs,    and  the  setting  of  schedules    for   implementation. 

For  example,   there    is   no  hard  evidence,   thus    far,   to  suggest  that 
the   recent  Economic  Development  Act  and  the  Manpower  Training   and  Development 
Act  will    be  more  or    less  effective  than  the  original    ARA   legislation 
In  achieving  stated  goals  of   reducing  unemployment   in  qualifying  areas. 
It  may,    for  example,   become   desirable  to  expand  the  scale  of   the  pro- 
gram,  to   reduce   geographic  coverage,    and  to  become  more    innovative 
in  terms   of  the  nature  of  the  subsidy   programs.    Including  the  possi- 
bility of  subsidizing  the  voluntary  out-migration  of  the  unemployed. 

However,  it  needs  to  be  emphasized  that  those  areas  qualifying 
for  assistance  under  the  provisions  of  the  Economic  Development  Act 
hold   no  monopoly  on   problems  with   which  we  should   concern  ourselves. 

As   an  example,    let  us    look   for  a   few  moments   at  the  situation 
in  eastern  Massachusetts.     The   region  under  consideration    includes    152 
cities   and  towns  within   a   radius   of  approximately  35  miles  of   downtown 
Boston.     This  area,   which   encompasses   all    of  the  Boston,   Brockton,    Lawrence- 
Haverhi  I  I,    and   Lowel I    SMSA's,    is  a  significant  factor   in  the  New  England 
economy,    accounting   for  one-third  of  the  total    population    in    I960,    and 
just   under  thirty   per  cent  of   total    non-agricultural    employment   in    1963. 

The  post-war   record  of  economic  development   in  this  sub-area  has 
been  a   mixed  one.      Nevertheless    it  essentially   mirrors   the  prospects 
for  New  England  alluded  to  by  Dr.   Eisenmenger.      For  example,    projec- 
tions  to    1990    indicate  that    real    per  capita  output  could    increase  by 
as   much   as   75  per  cent,    per  capita    income  could  more  than   double,   employ- 
ment  rise  by   517,000,    and   unemployment,    at    least  until    1980,    fall    below 
three  per  cent. 

Despite  these   favorable  projections  there   are    important  disloca- 
tions which    require  solution,    if    in   fact  the  prospects    for  continued 
growth   are   to  be  approximated    in    reality.      For  example,   the   region    is 
likely  to  experience   very   serious   manpower  shortages    in  the  professional, 
technical,    and   managerial    categories.     This  will    be  the   result  both 
of   a   relatively   smaller  number  of   men  over  25  entering  the    labor  force, 
and  of   a   rapid  shift   in   industry  mix  and  skill    requirements  toward  these 
occupations.      Since  this    is   a  national    phenomenon,    recruitment  to  the 
region  may   become  even  more   difficult,    and  today's   very  tight    labor 
market  may   become  even  tighter. 

Referring  back  to  Bob  Eisenmenger's   conclusion  that  one  of   New 
England's   major   resources    is    its  educated  and  trained    labor  force,   the 
prospective   professional    manpower  shortage,   especially  teachers,    in 
eastern  Massachusetts   could  very  well   handicap  the  training  of  the  area's 
future  work   force,   and  thus   dampen  the  economic  growth   prospects   for 
this  sub-area  and  perhaps  New  England. 
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Additionally,    the  course  of    industrial    and  other  development   is 
affected  by  the  amount  and    location  of  the  present  supply  of   vacant 
land.      Some  876,000   acres  of    land    in  the  Region  were  vacant  and  devel- 
opable   in    1963;    however,   only    I.I    per  cent   (9,630   acres)    of  the  avail- 
able  total    was    located  within   Route    128.      Projected      residential    devel- 
opment,   combined  with    industrial,   commercial,   educational,    and    local 
and   regional    recreation   and  open-space    requirements   could  consume  over 
50   per  cent  of  this  total    by    1990.      If  the  pattern  of    large- lot  zoning, 
and  the  tendency  of    industrial    firms   to  purchase   far   in  excess  of  expan- 
sion   requirements    for  purposes   of    isolation  should  continue,   then  consid- 
erably  more    land   may   be  consumed.     Therefore,    considerable  attention 
must  be  given   now  to  analyzing  patterns   of  development,    and  the  estab- 
lishment of   priorities    in  terms   of  the  distribution  of   available  acre- 
age  between  public  and  private  uses. 

The  public  sector  may   be  able  to  assist  and  complement  private 
market   forces    in    resolving  these   resource  problems.      There  are  several 
other  areas,   however,   where  the  public  sector  must  to  a  greater  extent 
stand  aloneo      I    refer  to  the   investment  of  social    overhead   capital. 

Projected  population   and    industry   growth    in  eastern   Massachusetts 
prior  to    1990  wi  I  I    requi  re   very  s  igni  f i  cant  expans  ion  of   public  out  I  ays  - 
amounting  to  over  $10  billion    in  the  next  quarter  century.      New  ele- 
mentary,  secondary,    and  higher  educational    facilities,   and  the   replace- 
ment of  existing  but  obsolete   facilities   are   required.      Rising    incomes 
and  additional     leisure  time  will    increase  the  demand   for  the  provision 
of  pub  I i  c   recreation   and  open  space,    as    i t  wi  I  I    for  the   faci  I ities  to 
handle   the    1.2  million  additional    automobiles  expected  by    1990.      More- 
over,  additional    public  health   services   and   facilities  will    be   required, 
as  will    extensive  public   investment   in  solid-waste  disposal,   water  and 
sewer  systems,    and  the  minimization  of   ai r  pol I ution. 

That  median   family    income    in  the  Region    is   projected  to  more  than 
double   by    1990  should   not  suggest  that  the  problems   of  poverty   and  subem- 
ployment  will    have  been  eliminated   for  all    segments  of  the  population. 

Neither  does    rising    regional    income  and    industrial    activity   neces- 
sarily   improve,    in   any  significant  manner,   the  situation  of  the  cen- 
tral   cities.      For  example,   Boston's   population,    manufacturing,    and   retail 
trade   are    likely  to  continue  to  decline.      Many  of  the   resident    labor- 
force   participants   are   not  prepared   for  the  shifting  occupational    require- 
ments of  either  central-city   growth    industries  or  those  of  the  suburbs. 
Much   of  the  physical    plant  housing  economic  activity   has   become  blighted 
and  obsolete.     Much   of  the  vacant    land,    both    in  the  city   and    in  many 
of  the  surrounding  communities,    is  scattered  and  difficult   for  private 
developers  to  assemble.      Additionally,   the  cost  of   central-city  govern- 
ment operations   continue  to   rise  while  the  tax  base  either  declines 
or   records   very  modest   rates  of  growth. 

These  dislocations    for  eastern   Massachusetts    in  general    are  also 
true   for  New  England;    but  other  sub-areas  would  have  problems    requir- 
ing both    different  emphasis  as  well    as   being  of  a   different  character. 
Thus   a  disaggregated  approach    is    required    if  these  problems  of    resource 
allocation  are  to  be   identified  and  met  effectively. 
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VJhile   not  as  exciting  or  perhaps  as   glamorous   as   many  of  the  broader 
subject   areas  with   which   the  economic  profession  has   generally   concerned 
itself,    the  economist  can   make  a   valuable  contribution  to  the  decision- 
making process   at  state  and  sub-regional    levels  of  government.      Indeed, 
there    is   an   urgent  need   for  such   skills  to  be  applied  to  the   field  of 
regional    economic  development. 


OPEN  DISCUSSION  ON  INDUSTRIAL  GROWTH 


Dr.  Anghel  Rugina — question; 

I  teach  at  Northeastern  University  in  Boston.   I  am  also  Chairman 
of  the  Board  of  Economic  Advisors  to  the  Governor  of  Massachusetts. 

All  the  papers  were  very  interesting,  but  I  found  the  remarks  by 
Professor  Romans  particularly  provocative.  Those  remarks  need  to  be 
studied.   It  is  not  merely  a  question  of  being  a  pessimist  or  an  opti- 
mist in  regard  to  New  England.   In  my  official  capacity  I  am  an  opti- 
mist. However,  as  a  scientist  I  am  not  allowed  to  be  either  an  opti- 
mist or  a  pessimist.   I  am  interested  in  problems,  and  simply  because 
Professor  Romans  did  not  agree  with  the  other  speakers  does  not  mean 
that  he  did  not  raise  some  serious  questions. 

Dr.  Eisenmenger  raised  one  topic  of  particular  interest,   it  seems 
almost  a  miracle  that  we  have  a  very  high  level  of  income  per  capita 
in  New  England.  He  mentioned  increasing  specialization  as  an  explana- 
tion, which  1  accept.  But  we  should  also  consider  another  factor:   adult 
population  growth.   I  think  the  people  in  New  England  are  very  reason- 
able, for  while  the  United  States  increase  in  population  between  1950- 
60  was  18.5  per  cent,  for  New  England  it  was  only  10.8  per  cent. 
Massachusetts  grew  only  9.8  per  cent,  and  that  should  be  taken  into 
cons  i  deration. 

The  biggest  question  in  my  mind  as  I  came  here  from  Boston  con- 
cerned the  title  of  this  conference.   I  still  hope  that  before  we  leave 
we  will  take  part  in  an  argument  about  this  concept  of  "mature  economy." 
I  expected  that  from  Professor  Chinitz,  since  on  previous  occasions 
I  was  privileged  to  listen  to  his  comments,  and  I  always  came  back  with 
a  number  of  questions.   I  would  like  someone  to  answer  the  question 
of  just  what  is  this  "mature  economy"  that  is  New  England?   Is  it  too 
old?   Is  it  declining,  with  nothing  to  be  done?   Is  it  an  economy  in 
which  manufacturing  industries  are  declining  and  services  are  increas- 
ing?  Is  it  an  economy  (and  this  was  the  thesis  of  your  paper)  in  which 
the  public  sector  is  increasing  faster,  apparently  at  the  expense  , of 
the  private  sector? 

May  I  quote  these  figures  from  the  Second  Report  to  the  Governor 
and  the  General  Court.  New  England  and  the  immediate  area  in  1929  had 
40  per  cent  of  the  total  personal  income  in  the  country.   In  1963,  it 
was  31  per  cent.  The  Southeast,  Southwest,  Rocky  Mountains  and  Far 
West  had  27  per  cent  in  1929.   In  1963  they  had  40  per  cent.   If  we 
do  not  want  to  recapture,  or  at  least  to  improve  our  position,  I  just 
do  not  know  why  we  are  planning  specifically  for  New  England. 
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Dr.  Eisenmenger's  Reply  to  Dr,  Rugina's  Question; 

I  do  not  see  why  we  should  seek  a  larger  share  of  the  population 
of  the  country.   1  will  hide  behind  Professor  Chinitz.   I  think  we  should 
look  for  higher  per  capita  incomes.  This  is  a  legitimate  goal.  As  long 
as  we  have  10  per  cent  above  the  nation's  per  capita  Income,  I  think 
we  should  be  the  envy  of  the  nation,  rather  than  be  ashamed. 


Dr.  Chinitz'  Reply  to  Dr.  Rugina: 

This  concern  over  the  share  of  the  nation's  income  or  population 
that  resides  in  a  given  area  reminds  me  of  a  comment  that  someone  made 
when  I  was  working  in  New  York  and  worrying  about  the  share  of  the  Port 
of  New  York  in  the  nation's  foreign  commerce.  This  fellow  said:  "You 
know,  when  I  married  my  wife,  I  was  50  per  cent  of  my  family.  Now  I 
have  two  kids  and  my  share  is  down  to  25  per  cent.  Do  you  think  I  ought 
to  be  worried  about  that?"  Of  course  this  was  not  logically  analogous 
to  the  problem,  but  it  was  not  entirely  unfair  either. 

When  the  nation  was  settled.  New  England  was  almost  the  whole  nation. 
As  the  nation  extended  its  settlement  to  cover  the  interior,  and  all 
the  way  to  the  West  Coast,  it  is  difficult  to  imagine  how  we  could  have 
avoided  experiencing  a  relative  decline  of  the  New  England  region  as 
a  share  of  the  nation.   I  maintain  again  that  this  ought  not  to  be  a 
matter  of  concern.  That  is  to  say,  the  mere  fact  that  you  can  draw 
a  graph  that  shows  that  New  England's  share  of  something  has  gone  down 
over  time  is  not  per  se  a  matter  of  concern.   If  you  tell  me  that  per 
capita  income  in  New  England  is  following  a  trend  which  is  unfavorable 
by  comparison  with  the  average  of  the  United  States,  then  I  would  say 
we  had  something  to  be  concerned  about.   It  might  still  not  be  some- 
thing we  could  change,  but  it  would  be  something  to  be  concerned  about. 

As  to  your  question  on  maturity,  I  actually  felt  that  I  had  ignored 
that  mandate.  But  after  listening  to  Dr.  Eisenmenger  (and  we  did  not 
collude  on  this,  by  the  way;  reasonable  people  do  not  have  to  collude 
to  reach  the  same  conclusions),  it  appears  that  if  I  had  addressed  myself 
directly  to  the  question  of  maturity,  there  would  have  been  too  much 
redundancy  in  this  morning's  session.   I  would  have  said  many  of  the 
same  things  that  Dr.  Eisenmenger  said  later. 

If  you  asked  me  again,  however,  what  the  significance  of  the  con- 
cept is,  I  would  say  that  there  are  two  points  running  through  it.   In 
reading  through  the  conference  program,  one  dichotomy  is  between  the 
problems  of  planning  in  a  developed  region  as  opposed  to  those  of  an 
underdeveloped  region.   In  other  words,  what  does  planning  mean  in  the 
context  in  which  you  have  already  achieved  the  highest  standards  that 
the  world  has  ever  known,  for  all  practical  purposes?  Clearly  we  must 
strive  for  future  progress.  Yet  this  presents  different  dimensions 
and  different  problems  from  those  of  planning  for  the  development  of 
India,  or  China,  or  such  areas. 

The  other  dimension  of  maturity  that  is  perhaps  closer  to  what 
you  have  in  mind,  and  what  all  of  us  have  in  mind,  is:  What  does  it 
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mean  to  have   a  history?      I    think  this    is  the  essence  of  the  concept 
of   maturity.     What   does    it  mean  to  have  a  history?      How   does  the   fact 
that  you  have  had   a  history   bear   in    important  ways  on  your  current  pos- 
ture with    respect  to  economic  parameters?      I    thinl<  that  our  speakers, 
without  having    really   cast   it  explicitly    in  that   framework,    have    impli- 
citly  dealt  with   those   issues. 

I    have   always   maintained    in  my  own  work  on    regional    economics   and 
location,   that  to  treat  this   problem  without  the  dimension  of  history 
does   great   violence  to  the  analysis.      To  speak  of  why    industries   do 
or  do  not    locate   in  New  England  as    if  New  England  were  one  piece  of 
territory,    and  the  Midwest  were  another  piece  of  territory,    and  an    indus- 
try  were  hovering    in  an   airplane  over  the  country   and  asking,    "Now  where 
is   the  best  place  to  be?",   just  misses  the  essence  of  the  problem.      New 
England's  posture  as   a   region  has   been   determined    in  significant  ways 
by    its   historical    evolution.      Its    low-wage  structure    is   a  history;    it 
is   not  just  some   kind  of   geographic  phenomenon.      It  seems  to  me  that 
this    is   what    is    implied    In   the   concept  of   maturity. 

But  history    confers   both    advantages   and   disadvantages.      Both   have 
aspects  to  be   recognized.      If  you  think  of  this    in    relation  to  plan- 
ning,   and    if  you  choose  to  cast   it   in  those  competitive  terms,   then 
it  would  mean  maximizing  the  advantages  of  history   and   minimizing  the 
debilitating  effects  of  history. 


Mr.    Russell    DeMarco — question: 

I    am  an    industrial    real    estate  broker  from  Merlden,   Connecticut. 
As    I    see  the  problem,    I    think  Connecticut  has   much   to  offer   in  the  way 
of    industrial    expansion.     We  have   not  been  very  successful    in  having 
the  harbor   in  the  Thames   River  widened  and   deepened,    and  that  has  been 
one  of   our  drawbacks    for   industrial    expansion    in  the  Thames   River  Valley, 
I    think  that  we  are   very   unfortunate   in  not  having  mineral    resources 
that  some  of  the  southern  states   do.      We   do  have   an   attractive   climate 
and  we  do  have  good  highways;   these  are  the  things  we  have  to  sell    to 
the  manufacturer.      I    believe  that  manufacturers   are  going  to   receive 
great   returns   on    investing    in  New  England,   even  though    less  than    in 
the  other  parts  of  the  country.      In  Connecticut  we  have  been   unable 
to   refute  or  support  that.      Do  you  have  any  evidence? 

Dr.    Roman's   Reply   to  Mr.    DeMarco: 

Mine  was   a    loose  statement,   which    I    could  have  stated  much   more 
precisely.     We  would  expect,   of   course,   given  mobile   capital,   that  the 
rate  of   return  would  be  equal    in  every   area  of  the  United  States.      What 
I    should  have  said  was  that  the  demand  schedule   for  the   return  to  capi- 
tal   was   sufficiently    low,   and  that   it  drove  the   rate  of   return  on  capi- 
tal   in  New  England   down  to  the  national    rate  more  quickly  than   it  did 
in  other   regions.      The   rate  of  of   return  to  capital    is  an  equilibrium 
price.      I    would  expect    it  to  be  equal    everywhere.      I    would  be  very  sur- 
prised   if  we  could   find  substantial    differences  except   in  particular 
financial    markets  which   are    regionally  segregated,   such    as  the  mort- 
gage market.      But  aside   from  that,    I    would  expect   returns  to  be  the 
same. 
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To  be  a  little  more  precise,  I  believe  that  the  rate  of  return 
to  capital  is  low  simply  in  the  sense  that  New  England  cannot  absorb 
very  much  capital  and  maintain  the  national  rate  of  return. 

Since  I  am  already  speaking,  I  would  like  to  address  myself  to 
one  other  point,  and  that  is  the  disagreement  between  Dr.  Eisenmenger 
and  myself.   I  think  it  is,  to  a  large  degree,  a  difference  in  persoec- 
tive,  and  a  difference  of  how  we  evaluate  what  is  happening.   At  least 
two-th I rds  of  the  disagreement,  I  think.  Is  this.  To  be  sure,  we  do 
have  some  disagreements  which  are  more  fundamental,  but  I  think  we  do 
agree  about  what  Is  happening.   I  think  we  also  agree  on  why  it  is  happen- 
ing. We  disagree,  I  think,  mainly  In  terms  of  what  this  means  for  New 
England  In  the  future.  This  is  really  where  the  main  disagreement  lies, 
not  In  any  basic  disagreement  on  the  economics  of  the  situation. 

Mr.  Robert  Walsh — question: 

I  am  a  professor  at  the  University  of  Connecticut  School  of  Law. 
Many  of  the  speakers  mentioned  the  fact  that  we  are  a  labor-intensive 
area,  and  that  we  need  a  constant  upgrading  of  our  labor  force  in  terms 
of  education.  This  requires  major  public  Investment  in  the  educational 
sector. 

It  seems  to  me  that  education  Is  not  merely  a  matter  of  more  and 
better  schools.   It  also  requires  the  development  of  habits  of  indus- 
try and  thrift,  as  well  as  valuing  educational  standards  and  accomplish- 
ments.  It  does  not  seem  to  me  that  this  should  take  place  only  in  schools. 
It  must  also  take  place  through  social  intercourse  and  through  close 
contact  of  the  unskilled  labor  force  with  the  skilled  and  educated  labor 
force. 

Therefore,  to  really  upgrade  our  labor  pool,  we  need  more  than  simply 
better  education.  We  need  more  social  and  racial  integration  to  develop 
these  so-called  middle-class  values.   I  wonder  if  any  of  the  discus- 
sants would  address  himself  to  the  problem  of  social  and  racial  Inte- 
gration, and  how  this  relates  to  a  maturing  and  developing  economy. 

Dr.  Ei senmenger's  Reply: 

I  am  not  sure  that  this  applies  only  to  the  South  or  to  New  England. 
All  across  the  country  we  are  becoming  more  segregated;  not  just  racially, 
but  also  by  income  level  in  our  giant  metropolises.   In  the  Boston  metro- 
politan area  there  are  92  communities  which  comprise  the  Eastern  Massachusetts 
Planning  Area.  They  have  gradually  become  stratified  by  income  level. 
This  is  anything  but  what  you  would  desire.  Professor  Walsh.  Some  commu- 
nities have  senior  vice  presidents  and  presidents  living  in  them;  other 
communities  stratify  the  professors. 

It  is  unfortunate  to  have  this  completely  stratified  situation. 
It  results  from  zoning  laws.  Children  are  brought  up  with  too  many 
other  children  whose  parents  are  too  similar  to  their  own  parents.  This 
is  a  big  problem.   It  is  not  unique  to  New  England  or  a  mature  economy, 
however.   I  think  it  Is  true  across  the  country. 


111.      THE      ROLE     OF     THE      STATE 


CONNECTICUT:      STATE   ACTION    IN   A  MATURE   ECONOMY 
LeRoy  Jones* 


At  the  New  England  Counci  I  In  Boston  yesterday,  I  not  only  heard 
our  economy  described  as  mature,  but  over  mature.  I  just  queried  Ben 
Chinltz  as  to  what  a  mature  economy  Is,  but  I  do  not  think  I  got  a  very 
authoritative  description.  He  talked  about  the  fact  that  we  had  good 
capital  acquisition  in  that  we  have  at  least  learned  how  to  make  air- 
planes. We  do  not  make  airplanes  In  places  that  do  not  know  anything 
about  It.  I  rather  doubt  that  this  was  necessarily  federal  policy, 
but  we  have  to    live  with    it  as    it   is, 

1    am  afraid  to  the  man    in  the  street  this   matter  of   a  "mature  economy' 
often  means   a  decadent  economy.      I    was   happy  yesterday   at  the  New  England 
Counci I    to  be  assured  by  the  editor  of  Newsweek,   who  just   returned   from 
Africa,   that  we  are   not    In  bad  shape.     He   cited   figures    indicating  that 
for  the  first  eight  months    in    1967  the     U.    S.    Increased    Its   personal 
income  by  about  6.9  per  cent.      In  New  England  the   Increase  was   7.5  per 
cent,    and  the   increase  was  spread  nicely  over  the  six  states.      Maine 
had  eight  per  cent.   New  Hampshire  had  7.9  per  cent,    Massachusetts  was 
7.2  per  cent,    Rhode    Island  was  eight  per  cent,    Vermont  was  9.5  per  cent, 
and   Connecticut  was   7.4  per  cent. 

I    think  we  could   feel    smug,    as   he  pointed  out  yesterday,    in   recog- 
nizing that  the    increase   In  New  England  was   greater  than    it  was    in  either 
California  or  New  York.      I    stress  this   matter  of  personal    income  because 
I    believe  that   it   represents  the  best  single  measure  of  vitality  of 
an  economy. 

It  was   distressing  to  see  the  figures  yesterday,   however,   that 
some    10,000  manufacturing  jobs  had    left  New  England    in  the    last  year. 
I    am  happy  to   report  that  this    is   not  the  case   in  Connecticut.  We  have 
experienced  an   addition  of  about  3,000  manufacturing  jobs.      Of   course, 
that  was   somewhat    less  than  our  spectacular  rise  of  35,000  between    1965 
and    1966,    but  Connecticut   is   certainly   not  going  backwards.      We   did 
make  up    for   it  with  the  addition  of  jobs    in  the  non-manufacturing  sec- 
tor -    In  commerce   and  trade,    and  of   course   in  the  ever-expanding  field 
of   government. 

Perhaps  this  mature  economy  we  are  talking  about  is  really  a  better 
balanced  economy.  We  are  not  dependent  on  the  exploitation  of  a  single 


*Mr.  Jones  is  the  Commissioner  of  the  Department  of  Community  Affairs 
for  the  State  of  Connecticut. 
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natural  resource  as  are  the  coal  mining  towns  in  Pennsylvania  or  the 
oil-rich  towns  in  Texas.  About  the  only  excuse  I  can  see  for  these 
oi  l-rich  towns  in  Texas  is  the  27.5  per  cent  depletion  al lowance  that 
they  are  still  allowed.  Of  course,  it  does  allow  spare  tine  for  them 
to  get  on  with  their  civic  duties.  They  can  mal<e  their  money  without 
having  to  worry  about  the  profit  margin  as  our  people  do. 

However,  there  are  three  things  about  a  "mature"  economy  which 
worry  me.  The  first  one  is  that  our  older  regions  seem  to  lose  what 
I  call  "civic  uptick."  Here  is  a  term  I  had  not  run  into  before  meet- 
ing with  a  group  of  analysts.  They  were  advertising  analysts,  so  you 
see  why  they  use  such  "way-out"  terms,  just  as  econometricians  do.  They 
were  talking  about  Houston  as  an  example  of  a  city  with  "civic  uptick." 
I  asked  what  that  meant,  and  received  the  reply  that  in  Houston  the 
power  structure  would  consider  it  a  blot  on  their  civic  escutcheon  if 
they  admitted  there  were  slums  or  ghettos  in  the  area.   I  am  sure  there 
are,  but  they  would  not  admit  it,  and  if  necessary  the  economic  power 
structure  there  would  go  to  some  lengths  to  prevent  it.  The  analysts 
also  said  that  there  was  "uptick"  in  Denver.   it  was  "uptick"  because 
the  city  fathers  go  to  great  efforts  to  point  out  that  it  has  the  most 
colorful  municipal  location  in  the  United  States.  What  it  really  is, 
after  all,  is  the  western  end  of  the  Great  Plains.  But  nobody  would 
put  it  that  way.   Of  course,  San  Francisco  has  what  is  called  "uptick 
with  sophistication."   1  suppose  the  mayor  out  there  understated  the 
case  a  bit  when  he  said  that  in  San  Francisco  the  mode  of  living  for 
the  rest  of  the  world  is  now  being  spawned.  V/ell,  with  Haight-Ashbury 
that  is  possibly  questionable. 

What  I  am  really  trying  to  demonstrate  is  that  the  older  areas 
of  our  nation  sometimes  forget  that  rapport  or  communication  between 
the  local  economic  power  structure  and  our  city  and  state  governments 
is  very  important.  We  should  not  lose  it.   Regrettably,  in  many  of 
our  older  areas,  erradication  of  poverty,  eliminating  slums,  and  upgrad- 
ing urban  education  are  matters  which  the  business  community  regards 
as  the  job  of  government,  not  theirs.  To  foster  this  kind  of  dicho- 
tomy is  to  be  as  unrealistic  as  we  have  been  about  the  dichotomy  between 
church  and  state.   It  could  be  amusing.  If  there  were  not  so  desper- 
ate a  need,  to  see  our  federal  government  desperately  trying  to  get 
church  groups  as  sponsors  of  housing,  as  delegate  agencies  of  anti- 
poverty  agencies,  and  as  guidance  counselors,  especially  after  they 
have  said  for  so  long:   "Let's  separate  church  and  state." 

I  wonder  If  one  of  the  hallmarks  of  a  mature  economy,  and  I  use 
that  term  very  loosely,  is  a  division  between  city  hall  and  the  tycoon. 
If  so,  we  are  all  the  losers.   I  would  certainly  like  to  see  an  end 
to  some  of  the  cynicism  of  the  business  person  who  says  that  "all  poli- 
ticians are  crooks"  and  "if  they  ran  the  Board  of  Aldermen  like  the 
Board  of  Directors,  we  would  be  better  off."   I  would  like  to  get  away 
from  the  cynicism  of  the  better-educated  civic  official  who  says,  "Let's 
not  have  any  more  of  that  Chamber  of  Commerce  approach,"  because  we 
will  miss  an  Important  element  if  we  do. 

Secondly,  1  think  it  is  paradoxical  that  our  older  areas,  our  more 
mature  areas,  have  spawned  in  our  academic  institutions  some  of 
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the  most  dynamic  and   most  chal lenging    ideas   concerning  new  modes  of 
urban   civilization.      I    see  much    in  the  model    cities   concept  which    came 
right   from  our  New  England  academic   institutions.      However,    many  of 
these  same   Institutions   tell    me  that  the   fact  that  they   are   here   is 
an  historical    accident.      As   one  college  president  said  to  me   not  too 
long  ago,   "It  would  be  just  as    realistic   if  this    institution  were    located 
on  an    island    in  the  middle  of  the    Indian  Ocean."     Now  obviously   he   is 
pointing  out  that  his   university's   concern    is   much   broader  than  just 
its   particular    location,   that  the  scope  of  their  academic   inquin/   should 
be  as   broad   as   knowledge    itself,    and  that  my  plea  to  devote  some  of 
the    intellectual    resources    in  that   university   to  meeting    local    needs 
was    at   best  provincial. 

I    am  happy  to   report  that    I    think  there  has   been  a  major  change 
in  that  attitude.      Let  me  pay   a  sincere   compliment  to  the  University 
of  Connecticut  and    its   School    of  Business  Administration   for  the  con- 
ference being  held   here  today.      This    is  the  kind  of  dialogue  needed 
between  both   the  people   active  on  the  firing    line   in  business  and    in 
government,    and  those   in  the  academic  structure.      I    am   very   pleased 
that   this   has   taken   place. 

Yet  the   imagination    is  staggered  when  one  occasionally   glimpses 
the  changes  we  could  have  wrought   in  these  older  areas   had  there  been 
a  harnessing  of  this   academic  power  and  the  activist   interests  of  our 
private  sector  many  years   ago.     Thinking  of  these  mutual    efforts,    I 
asked  Bill    Kinnard  what   results   might  hopefully   come   from  this   kind 
of   conference;   we  agreed  on  the  kind  of    results  that  must  emerge.     There 
must  be  the  ability  of   academic  personnel    (who  have  the  ability  to  col- 
lect the  data,   the  ability  to  conceptualize  and  to  carry  on  a   dialogue) 
to  prod   many  of   us  who  are    in  the  public  sector,    and  many  of  you  who 
are    in  the  private  sector,    into  areas  which  we  had  not  been  concerned 
about   before. 

The  third  thing  that  worries   me  about  a  mature  economy    is  that 
we  have   much   justifiable  pride    in  our  old  houses,   our  colonial    monu- 
ments,   and  our  village   greens.      This    is  the  preservation  of  our  his- 
torical   New  England  heritage.      Coming   from  California,    I    have    learned 
to  be  ver/  sacred  about  this.      Let  me   illustrate  by  telling  you  about 
one  of  the  earlier  things  that   i    proposed  when    I    came  to  Connecticut. 
I    was    in   a  town  which   had   a  beautiful    green,   but   did  not  have  any   down- 
town parking.      The  green  was    right  next  door  to  an   auditorium,    and    it 
seemed  very  simple  to  me  to  cut  just  a    little  out  of  the  green  and  con- 
vert  it  to  a   parking  area.      Well,    I     left  the  town  under  some  cloud, 
and    I    have   not  been  asked  back  since.      1    want  you  to   understand  that 
they  were   right;   there    is   no  doubt  about    it.      1    am  sure  we  could  have 
found  parking   underground  or  something  similar   if  we  had  had  the  moneyo 

Nevertheless,    I    am  afraid  that  sometimes  we  tend  to  feel    that  old 
things   have   an    inherent  value  when  we   really  should  be  examining  what 
is   going  on  currently. 

We   certainly   have  heard  that  our  older  mature  areas   have  a  cri- 
tical   need   for  the   improvement  of  out-dated  housing,    and   for  the 
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construction  of   new  housing  which    is  within  the   reach   of  our    low-  and 
nnoderate-i  ncome   families.      (It    is   an    interesting  philosophical    tenet 
that  a  man    in  poverty  "deserves"  only   a  slum  dwelling   for  himself   and 
his    family.     Yet    I    find  so  many  people  who  tell    me  that  this    is  per- 
force a  way  of    life.      I    would    like  to   find  the   intellectual    justifi- 
cation  for   it.)     We  are   familiar  with   diverse  and  sporadic  attempts 
which   have  been  undertaken    largely   by  government  to  try  to  achieve 
this  objective  of  better  shelter.      I    think  this  massive  gimmickp/  has 
done  nothing  nnore  than  put   a  patch   on  the  total    need  and    in  some  cases 
it  has  even  worsened  the  situation. 

In  the  meantime,    private   industry  has   been  developing  some   rather 
startling  concepts  of   new  housing  technology.      Prefabrication    is  one. 
There  are  some  things   going  on  that  are  very   challenging.      Yet  the 
hope  that  this  technology   and  that  which   can  be  spawned  by  the  new 
brain-power   is    really   going  to  be  put  to  use  by  the  private  sector, 
is   being  ham-strung  very  seriously  by  outmoded  building  and  housing 
codes,   by  some    restrictive    labor  practices  that  we  are  going  to  have 
to  cope  with,    and  by  the  best   intent ioned  zoning  ordinances  that  would 
keep  our  charming  New  England   villages  historically  pure.      Let  us   not 
mix  this    legitimate  desire  to  preserve  our  historical    heritage  with 
a   resistence  to  change  which  Gunnar  I4/rdal    suggested  the  other  day 
must  be  carried  as   a  mortgage  on  the  backs  of  our    less   fortunate  citi- 
zens.     1    think  this    is  the  clanger   in  some  of  our  mature  areas. 

1    cannot  conclude   my    remarks  without  a  commercial    about  Connecticut's 
new  Department  of  Community  Affairs.     This    is   certainly  not  the  solu- 
tion to  all    the  problems   of   a  mature  economy.      It  cannot  be  all-pervasive, 
nor  will    it  be  omnipotent    in   changing  attitudes  or   in   doing  everything 
that    is  expected.      I    think,   however,   that    it   is    important  to  point 
out  that  the  specific  thrust  of  this  new  Department,    implicit   in  the 
legislation,    is  toward   a  comprehensive  confrontation  with  the  prob- 
lems we  are   facing   from    increasing   urbanization. 

Within  the    legislation  as  enacted  there  were  eighteen  separate 
grant  programs.      They    range  all    the  way   from  harbor   improvement  to 
day-care  centers,   to   illustrate  their  range  or  spectrum.     These  pro- 
vide  for  grants-in-aid   from  the  State  to  municipalities,   to  anti-poverty 
agencies,   to  housing  authorities,   and  so  forth.     These  programs   could 
have  been  added  on  to  a  whole  group  of  existing   functional    bureaus 
or  departments  of  the  State,  were   it  not  for  the  commitment  by  the 
Legislature   and  by  the  Governor  that  there  had  to  be  a  comprehensive 
knitting  together  of  this  program   into  a   really  systematic  approach 
to  solving   urban  problems. 

We   require  as   a  condition  of  these  grants  that  a  community   devel- 
opment action  plan  be  constructed.     That  came  out  as  CDAP.     The  require- 
ment  is  that  each   municipality   (that   is,   the   initial    building  block  - 
and  our  basic  building  block   in  Connecticut   is  the  municipality)    must 
think   in  physical,   social,   and  economic  terms    in  setting  their  objec- 
tives,   marshalling  their   resources,    and  establishing  priorities.      This 
is  the  requirement,   and   it  must  be  done  comprehensively  within  eleven 
urban   functions  which  we  have   defined.     The   important  point   is  that  we 
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must  plan  as  assiduously  in  the  social  and  cultural  field  as  we  have 
been  In  the  physical  and  capital  field.  This  is  the  real  thrust,  the 
real  intent  of  this  new  legislation. 

Finally,  I  think  we  must  create,  both  in  the  academic  and  in  the 
hard-bitten  world  of  practical  politics,  a  group  of  general ists.   I 
do  not  want  to  differ  with  some  of  the  speakers  here  who  want  more  spe- 
cialization, because  we  must  have  that  too;  but  these  must  be  people 
who  are  general ists  in  the  sense  that  they  are  willing  to  confront  - 
and  are  willing  to  see  as  a  systems  approach  -  the  entire  urban  prob- 
lem. They  must  have  knowledge  and  expertise  in  using  both  the  most 
sophisticated  hardware  and  software,  because  it  is  going  to  be  required. 

The  size  and  scope  of  the  need  is  staggering;  it  would  stagger 
a  top  corporation  executive,  to  program,  to  plan,  and  to  execute  these 
matters  in  a  rational  way  so  that  we  could  reach  reasonable  objectives. 
Setting  these  objectives,  I  might  add.  Is  a  very  interesting  and  chal- 
lenging process  In  Its  own  right;  it  has  political  Intricacies,  too. 
It  is  much  easier  to  set  objectives  after  an  election,  for  Instance, 
than  it  Is  before.   Any  mayor  would  say,  "You  mean  you  want  me  to  stand 
right  up  and  say  that  'we  have  deficiencies  In  our  municipality,'  before 
election?  Wait  tl 1  I  after  November  7th  and  then  I'll  say  it." 

These  are  the  kinds  of  problems  that  confront  us.  We  are  going 
to  have  to  be  very  practical  in  recognizing  that  we  do  have  deficien- 
cies. We  are  going  to  have  to  marshal  our  resources,  and  they  are  limited 
resources.  My  friend.  Dean  Harvey,  was  very  accurate  here  In  saying 
there  is  not  that  much  difference  between  the  government  and  private 
sectors.   Dean  Harvey  pointed  out  that  both  involve  taking  limited  resources 
and  marshalling  them  to  meet  given,  stated  objectives,  and  hopefully 
doing  so  In  an  efficacious  way.   i  believe  this  Is  the  charge  to  govern- 
ment. 

So  whether  we  are  talking  about  a  commitment  to  a  mature  economy, 
or  an  Immature  economy  (and  I  wonder  if  the  distinctions  are  really 
meaningful),  I  think  the  principal  goal  of  this  conference  and  hope- 
fully of  the  di  a logue  that  will  emerge  from  it  Is  that  we  will  be  look- 
i ng  toward  the  separate  and  personal  fulfillment  of  all  the  individ- 
uals of  our  society. 


IV.      HOUSING 


THE    FUTURE   OF   REHABILITATION   OF  OUR  AGING  CITIES 
Frank  So    Kristof* 


Discussion   about  the   renewal    of  our  aging  cities    unfortunately 
often  has   been  cast   in   dichotomous  terms   of    rehabilitation   versus   clear- 
ance.    The    literature    is    replete  with   assaults   against   relocation  that 
stems    from  clearance  type  of    renewal.     The  arguments   usually  have  been 
directed  against  the   resulting   (I)    destruction  of   irreplaceable   neigh- 
borhood  values  or   (2)    physical    removal    of  Negroes   and  Puerto  Ricans 
from   renewal    areas.      In  some    instances,   the  further  charge  has   been 
made  that  the   removal    of   minority   groups    from   renewal    areas  was   not 
only   a    result  but  the   intent.      As    is  so  often  the  case   in  academic  wind- 
mi  I  I    ti  Iting,    the   dichotomy    largely    is   a    fiction   and  the  quarrel    an 
empty  one.     Our  fundamental    thesis    is  that  the  alternative  of   rehabili- 
tation  as   against  clearance    is    non-existant   if  we  propose  to  preserve 
and    renew  our  aging   central    cities    in  New  England  and  elsewhere. 

Arguments  over  neighborhood   values   are  particularly    fruitless. 
While   planners   have  become   deeply  enmeshed    in  this  type  of   discussion, 
it    largely   devolves    into  one  of   values  -  one  planner's  salvageable   neighbor- 
hood   is   another  planner's  slum  clearance  area.      This    is  the  type  of 
discussion  that  economists   have  tended  to  circumvent  as   hopeless;   eco- 
nomic theory   accepts   values  or  tastes   as    a   datum,    a   fact  of    life,   which 
we  may    in   various  ways  try  to  measure  but    really   cannot  alter.      Planners, 
by  definition,    have   assumed   a   much   more   difficult  task.     The  essence 
of   planning  efforts   appears  to  consist  of  the  attempt  to  arrive  at  a 
set  of   values    for  the  area  being  planned.      And  despite   rhetoric  about 
"democratic  planning"   and  "consulting  the  neighborhood,"    If  a  plan    is 
to  emerge,    planners   must  make  choices   among  conflicting   viewpoints. 
And  whether  they    realize   it  or  not,   once  they   make  choices,   planners 
are  presenting   value  judgments  to  the  community;    and    if  they   do  not 
make  choices  they  are   not  planning.     That  the  value  judgments  may  or 
may    not   reflect  the  majority  opinion  of  the  people    in  the  area   under 
planning    Is    irrelavent.     There   usually    Is   not  opportunity   for  people 
of   a   neighborhood   for  which   plans  have  been  made  to  vote  on  the  product. 
And    if  they   did  have  an   opportunity  to  vote  on  the  plan,    a  question 
still    remains   as  to  whether  the   immediate   residents  of  the  neighbor- 
hood  affected   are  the  best  judges  of  a  plan    in  contrast  to  the    larger 
community.     Ail    this  serves  to  demonstrate   is  that  the  subject  of   neighbor- 
hood  values    is   a  quicksand  of  philosophical    viewpoints  that  cannot    readily 
be    rationalized  objectively.' 


^DTo    Kristof    is   Chief  of  the  Bureau   of  Planning  and  Program  Research, 
The  City   of  New  York. 

Ironically,   after  we   contracted  with   some  of  our  more   vociferous 
non-clearance  type  planners  to  consult  with  the  neighborhood  and  to  bring 
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What  few  clues  we  do  have  on  the  subject  of  neighborhood  values 
are  in  the  form  of  votes  of  persons  or  families,  exercised  through  their 
decision  to  remain  in  or  to  move  out  of  a  neighborhood,   in  New  York 
City  this  evidence  suggests  that  less  value  has  been  placed  upon  urban 
renewal  clearance  areas  than  can  be  ascribed  to  other  areas  of  the  City. 
Census  data  recorded  for  six  out  of  eight  neighborhoods,  ranging  from 
two  to  seven  years  prior  to  any  relocation  activity,  indicate  that  the 
rate  of  housing  turnover  In  these  areas  in  the  five  years  prior  to  I960 
was  21  percent  more  than  for  the  City  at  large.  Beyond  this  fragmen- 
tary information,  it  is  difficult  to  conceive  how  many  of  the  areas 
that  have  been  bulldozed  In  New  York  City  as  a  result  of  urban  renewal 
in  the  past  twenty  years  could  qualify  under  the  heading  of  "destruc- 
tion of  irreplaceable  neighborhood  values"  that  have  so  disturbed  the 
bu I  I dozer-phobes.  Most  of  these  demolished  areas  were  dreary  neighbor- 
hoods, densely  packed  with  ill-kept  and  obsolete  structures.  They  housed 
a  low-Income  population  with  a  lower  than  average  length  of  tenure  in 
the  neighborhood,  a  large  proportion  of  whom  were  Negro  or  Puerto  RIcan. 

Although  few  persons  reasonably  could  defend  the  basis  on  which 
many  specific  locations  have  been  chosen  for  renewal,  this  factor  has 
little  relationship  to  the  fact  that  minority  groups  are  heavily  affected 
by  the  renewal  process.  Whether  the  choice  of  renewal  area  Is  made 
by  some  combination  of  political,  economic  and  social  pressure  groups 
who  effectively  succeed  In  Influencing  the  community's  power  structure 
or  whether  the  choice  coincides  with  rational  and  logical  planning  prin- 
ciples (assuming  we  could  define  these),  it  still  remains  true  that 
the  majority  of  people  affected  by  urban  renewal  In  most  communities 
will  be  low-Income  Negro  or  Puerto  RIcan  families.  This  Is  an  Inevi- 
table concomitant  of  the  high  correlation  of  poor  housing,  low  incomes 
and  minority  group  composition  of  the  population. 

In  the  final  analysis,  the  quarrel  about  "Negro  removal"  from  clear- 
ance areas  has  been  less  over  the  fact  they  predominantly  are  the  group 
affected  by  the  process  -  which  Is  inevitable  -  than  that  they  have 
been  victims  of  the  process.  Here  the  complaint  is  highly  legitimate. 
But  even  relative  to  this  aspect  of  the  problem,  examination  of  the 
facts  indicates  that  the  timing  of  the  most  vigorous  protests  against 
this  Injustice  antedated  by  several  years  corrective  steps  initiated 
by  the  Congress  and  the  Administration  to  require  communities  to  remedy 
these  abuses. 

Another  facet  of  the  empty  dichotomy  between  clearance  versus 
rehabilitation  Is  the  theory  that  the  latter  activity  Involves  little  or 
no  relocation  compared  with  clearance  programs.  This  is  a  theory  that 
the  facts  largely  fail  to  support.  The  relocation  aspect  of  rehabili- 
tation effectively  has  stymied  efforts  to  launch  large-scale  rehabili- 
tation activities  in  New  York  City.  The  limited  extent  that  we  have 
been  successful  in  accomplishing  some  rehabilitation  has  involved  vacant 


us  specific  plans  for  new  housing  and  rehabilitation  in  our  Model  Cities 
areas,  we  were  astonished  at  the  extent  of  clearance  and  relocation 
incorporated  in  their  proposals. 
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buildings  -  which  implicitly  means  that  families  previously  had  been 
forced  to  vacate  these  structures.  The  City's  Municipal  Loan  program, 
which  provides  for  direct  City-financed  rehabilitation  loans,  at  a  90 
percent  loan-to-value  ratio  and  five  percent  interest  for  30  years, 
was  on  the  books  for  four  years  before  it  got  off  the  ground.  Our  efforts 
became  successful  only  when  a  supply  of  vacant  buildings  began  to  trickle 
onto  the  market.  During  the  four  previous  years,  tenant  relocation, 
rent  control  restrictions,  and  mortgage  refinancing  problems  proved 
to  be  insuperable  obstacles  to  successfully  launching  this  program. 
Only  when  sponsors  could  bring  in  vacant  structures,  owned  free  and 
clear,  could  a  beginning  be  made  with  a  program  that  placed  on  the  mar- 
ket efficiency  units  at  $65,  one-bedroom  units  at  $85,  two-bedroom  units 
at  $105  and  three-bedroom  units  at  $120. 

New  York's  famous  II 4th  Street  rehabilitation  experiment  was  prem- 
ised upon  not  moving  out  of  the  block  a  single  fami  ly  who  wished  to 
remain.  This  decision,  however,  required  an  elaborate  staging  proce- 
dure. Although  most  families  were  able  to  move  directly  into  new  units, 
about  one-third  had  to  move  twice  -  once  into  vacant  temporary  quar- 
ters on  the  block  during  the  rehabilitation  of  their  structure,  and 
later  into  their  new  quarters  -  finally,  a  handful  of  families  made 
two  temporary  moves.  On  this  basis,  the  sponsors  were  able  to  work 
on  groups  of  three  to  six  empty  structures  at  a  time.  As  a  result, 
the  36  buildings  with  458  apartments  on  both  sides  of  114th  Street  (between 
7th  and  8th  Avenues)  will  have  been  in  construction  for  three  or  three 
and  one-half  years  before  the  last  family  is  moved  into  the  36th  rehabili- 
tated bui  Idi  ng. 

I f  we  do  the  full  cost  accounting  for  ail  the  professional,  tech- 
nical, and  administrative  resources  of  the  Frederick  W.  Richmond  Foundation, 
the  City  of  New  York,  and  the  Federal  Government  involved  in  bringing 
about  the  result  that  eventually  will  be  achieved  for  M4th  Street, 
plus  actual  outlays  involved  in  the  relocation,  staging,  and  rehabili- 
tation, we  will  have  some  inkling  about  how  many  I  14th  Streets  physi- 
cally and  financially  can  be  replicated  within  a  reasonable  lifetime. 
Until  then,  it  is  premature  to  make  judgments  about  the  practicability 
of  this  very  interesting  experiment. 

The  highly  publicized  "instant  rehabilitation"  experiment  In 
Manhattan's  East  Fifth  Street  is  a  major  bid  to  take  the  relocation  sting 
out  of  the  rehabilitation  process.  The  Fifth  Street  structure  actually 
was  rehabilitated  in  48  hours.  But  a  vast  amount  of  experimentation  and 
a  certain  amount  of  "gimmickery"  were  associated  with  this  venture.   For 
examp le: 

I.  The  premise  of  this  effort  was  based  upon  use  of  systems 
analysis  techniques.  These  involved  extensive  studies  into 
the  most  efficient  methods  of  accomplishing  the  rehabilitation 
process,  including  the  use  of  new,  inexpensive  and  efficient 
materials,  the  use  of  new  technology  and  equipment,  and  scien- 
tific work  scheduling  of  every  stage  of  the  process  to  develop 
the  simplest  and  fastest  way  to  organize  the  work.   In  this 
process,  the  sponsor-engineers  took  apart  and  put  together  the 
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interiors   of  two  adjoining  buildings    in  experimenting   for  a 
year  with  the  techniques   and  the  systems  they  proposed  to  apply 
to  the  "48-hour"  bui  I  ding. 

2.  The  principal    new  techniques,   methodology   and  equipment 
i  ncl uded: 

a.  The   use  of   a  250-foot  boom  of   a  mobile  crane  to  move 
materials    in  and  out  of  the  building  through  eight-foot 
square  shafts   cut   from   roof  to  cellar. 

b.  Use  of  prepackaged   kitchen-bathroom  core   units  that  could 
be    lowered  through  the   roof  of  the  bui  Iding  and  pi  led   up 
on  top  of  each   other   from  ground   floor  to  top   floor.      The 
units  have  sufficient   rigidity  to  support  themselves   and 
adjoining   floor  joists,   with    interconnecting  plumbing 
joints  that  could  be  easily   connected.      As   many  holes  must 
be  cut    into  the   roof   as  there  are  apartments  to  a   floor. 

In  this    five-stoTy  building,   three  holes  were   required   for 
the  kitchen- bath  room  cores   needed  to  create  fifteen  new 
apartments.     The  ki tch en- bath  room  cores  theoretically 
should  be  factory   mass-produced   and  moved  to  the  site  on 
large,    flat-bed  trucks. 

c.  A  variety   of   new  prepackaged  materials  that  would  simplify 
assembly   on  site  were  employed.      These   included   new  types 
of  wallboard  panels,    adhesives,    flooring,    radiant  panel 
heating   for  basement  and  hallway   areas,   single-hung  windows 
of  aluminum  and    laminated  particle  board  with   adjustable 
inserts   adapted  to   rapid  and  complete  window   replacement, 
ceramic   floor  tile,    and  pest  control    techniques. 

3.  Some  of  the  "gimmickery"    involved    in  the  48-hour  technique    is 
the   requirement  for   incredibly   precise    logistics    involving 
enormous  work  crews   controlled  by  supervisory  staff  equipped 
with  walkie-talkie   radios.      During  the   first  day,    147  workmen 
involving  eight  trade   unions   simultaneously  were  engaged    in 
their  tasks.     Over  the  48  hours   344  workmen  were    involved, 
operating    in  shifts   of  three  variable  periods.      The  aggregate 
of   3,200  man-hours    involved  were  spread  over  the  equivalent  of 
six  8-hour  workdays.      When  the  premium  overtime  costs   are 
considered,    plus  the  enormity  of  the  work  crews    involved,   the 
reasonableness  of   duplicating  this  process  on  a    large  scale 
becomes  questionable.     Although    labor  unions  were  willing  to 
cooperate  with   this   as   an  experiment,   the  problems  of   overtime 
and   fragmented,   sporadically  timed  work  days   (or  nights)    raise 
serious  questions  of   practicability   for  a    labor  force  already 
plagued  with    irregularity    in  number  of   days  worked   in  a  given 
month   or  year. 

Evaluation  of  the  success  hinges    upon  answers   to  a  number  of  questions, 
the   first  being    relative  cost.      The  sponsors   have  estimated  that  their 
process  can  cut   $2,000   from  the  average  construction  cost  per  unit  (from 
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$9,500  to  $7,500)  in  comparison  with  conventional  techniques  that  require 
five  to  six  months  to  complete  a  building.  This  figure  presently  is  theo- 
retical „  The  probability  is  that  the  cost  accounting  associated  with  the 
Fifth  Street  process  will  never  establish  conclusively  whether  there  is 
any  validity  to  such  an  estimate.   In  addition,  many  elements  of  the  cost 
question  cannot  be  established  for  the  Fifth  Street  experiment,  even  if, 
by  some  miracle,  the  real  cost  figures  for  this  venture  could  be  estab- 
lished.  For  example,  the  practicability  of  establishing  a  factor/  near 
the  New  York  market  to  mass-produce  the  kitchen- bath  room  assemblies  hinges 
upon  the  volume  of  sales  that  can  be  assured  for  its  output.  Thus  this 
cost  element  is  at  best  a  variable  that  can  be  pinned  down  only  within 
fairly  wide  error  limits  of  perhaps  $200  to  $500  per  unit. 

Another  cost  element  that  would  have  to  be  rationalized  is  the  prac- 
tical size  of  the  on-site  labor  force  that  can  be  marshalled  for  large- 
scale  efforts  of  this  type  relative  to  the  speed  of  the  job  and  overtime 
pay  requirements.  This  would  appear  to  be  readily  enough  resolved  by 
stretching  the  time  required  for  the  complete  Job  to  a  period  of  two  to 
four  weeks.  But  this  in  turn  must  be  related  to  the  temporary  relocation 
costs  associated  with  a  stretch-out  of  time.  Finally,  a  number  of  speci- 
fic deficiencies  associated  with  the  job  itself  remain  to  be  corrected, 
such  as  exposed  wiring,  uneven  floors  and  other  unnecessary  imperfections. 

Although  the  Fifth  Street  experiment  offers  the  brightest  hope  so  far 
of  minimizing  the  physical  relocation  problem,  none  of  the  rehabilitation 
programs  so  far  developed  eliminates  the  hazards  of  relocation  impelled 
by  financial  reasons  -  the  Inability  of  present  residents  to  pay  the  higher 
rents  after  rehabilitation.   In  New  York  City,  the  per  room  rent  for  reha- 
bilitated structures  doubles  if  one  Includes  normal  taxes;  It  still 
increases  60  percent  if  the  City  wipes  out  real  estate  taxes  which  is 
possible  under  one  of  our  programs. 

This  leads  to  another  myth  relative  to  the  dichotomy  between  reha- 
bilitation and  new  construction.   It  is  widely  believed  that  rehabilita- 
tion is  less  expensive  than  new  construction.  There  is  little  truth  in 
this  belief.  Our  financial  calculations  indicate,  for  structures  requir- 
ing complete  gutting,  that  rents  per  square  foot  of  living  space  provided 
in  rehabilitation  apartments  are  almost  identical  with  those  for  new  con- 
struction given  the  same  level  of  subsidy.  What  is  gained  in  substantially 
lower  brick  and  mortar  costs  and  the  more  intensive  land  use  of  existing 
structures  than  might  be  permitted  under  zoning  for  new  residential  con- 
struction on  the  same  site,  is  offset  by  higher  site  (and  building) 
acquisition  costs  and  higher  operating  costs. 

The  only  type  of  situation  where  a  clear-cut  case  can  be  made  for 
the  economy  of  rehabilitation  Is  in  structures  that  do  not  require  Internal 
rearrangement  of  living  space,  that  is,  structures  whose  apartment  layouts 
still  are  functionally  efficient.  We  may  quickly  observe,  however,  that 
the  question  of  clearance  of  such  structures  seldom  arises.   In  New  York 
City,  they  generally  would  be  less  than  50  years  old  and  are  not  found  in 
large  numbers  In  locations  where  clearance  projects  have  been  considered. 
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Although   there   are   fundamental    differences  betv/een  the  physical 
results  to  be  achieved  through   clearance  compared  with    rehabilitation 
programs,    both   have  substantially  similar   ultimate   results.     Both    involve 
relocation   during  the  period  of    reconstruction;    and  both    increase  substan- 
tially the   ultimate  cost  of  the  housing  provided   unless  the  process    is 
saturated  with   subsidy.      Obviously  there  are  differences  of  opinion  about 
the  physical    results.     While  the  prospect  of    retaining  neighborhood  values 
and   amenities   delights  some  persons,   others   have   deep  skepticism  about  the 
value  of  the   results  even  after  reconstruction  has   been  completed.      In 
which    direction,   then,   shall    we    look   for  the   ultimate  housing  solution   for 
our  agi  ng  cities? 

Actually,   we  are   not   faced  with   the  difficult  choice  of   alternative 
courses.     Our  experience  with    urban    renewal    In  New  York  City   conclusively 
has   demonstrated  that  even    If  we  push   ahead  with  the  maximum  clearance 
programs   that  we   financially   and  administratively   are  capable  of   under- 
taking,   it  still    would    require  the  simultaneous   prosecution  of  a    large- 
scale   rehabilitation  program  to  achieve   real    progress.     This  conclusion 
arises  out  of  estimates    I    made  several    years   ago  about  the  rate  of  new 
construction   and    rehabilitation   required  to   replace  an  aggregate  of   385,000 
substandard   or    Inadequate   units  over  a  twenty-year  period  while  simul- 
taneously  providing   for  an  estimated    Increase  of  600,000  households  over 
this   period.     This  would    require  a  new   construction    rate  of  45,000  units 
annual ly,   of  which   one-th I rd  wou Id  be  publicly   aided.      It  also  would  be 
necessary  to  attain   a   demolition    rate  of    12,500   units   annually   and  a   net 
upgrading  of  6,000   units   annual ly.^      Implicit   in  the  net  upgrading   figure 
Is  the   following  concept:      Assuming  that    10,000   units   annually  shift  from 
standard  to  substandard  status  through    deterioration  and   neglect,, It  means 
that    16,000  substandard   units   a  year  would  have  to  be   rehabilitated  to 
meet  the  goal    we  have  set.     This    is   a    large  order   for  a   city  where  public 
efforts    in  the  past   few  years   can   account   for  an   upgrading  of  only  400  to 
500   units   a  year,    although   efforts    In  the  private  sector  are  estimated  to 
be  at    least  ten  times  this   volume. 

If  th I s   state  of   af fai  rs   hoi ds    for  New  York  CI ty ,    It  sure  ly    fol lows 
for  New  England's   older  cities.      But  having  stated  the  case  for  the  simul- 
taneous  prosecution  of    large-scale  clearance   as  well    as    rehabilitation 
efforts.    It  must  be  added  that  the  magic  wand   for  effecting    large-scale 
rehabilitation  has   not  yet  been   found.     The  deeper  we  dig    Into  the  prob- 
lems  and  possibilities  of  such   efforts,   the  more  serious  the   requirements 
for  success    In  the  area   appear. 

The   following    Is   a  summary  of  our  accumulated  experience    relative  to 
the  problems   and  prospects    for  major   rehabilitation  programs: 

1 .    Scale 

If  we  have  learned  anything  about  this  subject,  it  is  that  rehabili- 
tation must  be  undertaken  on  a  neighborhood  scale  If  It  is  to  be  successful 


2 
F.  S.  Krlstof,  "Housing  Policy  Goals  and  the  Turnover  of  Housing," 
Journal  of  the  American  Institute  of  Planners,  XXXI  (August  1965),  234. 
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The  smallest  physical    area  that  has   any   prospect  of  success   must 
include   all    the  structures   on  both   sides  of   a   full    block- length  of   the 
street.      It   must  be   remembered  that    in  New  York  City  terms,   this  can  mean 
anywhere   from  200  to  500   families.     Our  Municipal    Loan  program,   which   has 
been   undertaken  predominantly    in  our  most  deprived   neighborhoods,   has 
provided   ample  evidence  that  one  or  two  buildings  on  a  single  block  can 
be   inundated  by  the  same   forces  that  have  contributed  to  the  deterioration 
of  the  block    in  the   first   instance.      Although   commitment  to   rehabilitation 
on   a   neighborhood  scale    is    indispensable   for   its   success,   this   has  signi- 
ficant  implications    for  the  public  agencies    involved.      It   requires   a  com- 
plete  canvass  of  all    the  structures,    and    interviews  with   both   property- 
owners   and  tenants    in  order  to  ascertain: 

(a)  the  nature   and   breadth   of  the  physical    problems  of  the  structures. 

(b)  the  willingness  and  the  financial  ability  of  the  owners  to  under- 
take rehabilitation.  This  includes  analysis  of  the  existing  debt 
structure  of  the  building   and  the   refinancing  problems    involved. 

(c)  the  willingness   and   financial    ability   of  tenants  to  pay  the 
higher   rents    resulting    from  efforts   to   upgrade  their  housing. 

It    is    inevitable  that  an    incredible   combination  of  elements  will    be 
uncovered    in  the   investigatory   stages:      some   combinations  of  owners  will 
be  w  i  I  I i  ng   and   f i  nanci  ally   ab  le  to   rehab  i 1 i  tate,   others   may   be  w  i  I  1 i  ng   but 
financially    unable,   while  still    others   may   be  financially   able  but    indif- 
ferent or  unwilling  to    invest   in  the   rehabilitation  of  their  property. 
Tenants   may   or  may    not   be  willing,    and  they   may   or  may   not   be   financially 
able  to  pay  higher   rents. 

Despite  the  variety  of   combinations  that  may   be   found,   the  problems 
of  both   tenants   and  property-owners   must  be   resolved    if  the   rehabilitation 
process    is  to  advance. 

2.    Rehabilitation   services 


The   foregoing  discussion   demonstrates  that   it  will    be  essential    that 
the  community  set  up    field  offices   staffed  with   administrative,    architec- 
tural,  engineering,    real    estate,    financial,    and  community    relations  exper- 
tise   in  order  effectively  to   render  necessary  technical    and  professional 
services   to  a    lay   public  almost  totally    ignorant  about  most  of  the  techni- 
cal   and    legal    facets  of  this   activity.      We  have  made  some  crude  estimates 
in  an  effort  to  ascertain  the    incremental    costs   of  these  services  to  our 
Agency    in   connection  with    a  pending  expansion  of  the  City's    rehabilitation 
program,,      Our  first  calculations,   which  we  are  certain  are   underestimates, 
indicate  that  a    large-scale  program  to  provide   for  the   rehabilitation  of 
5,000   units   annually  would  entail    direct  and  overhead  costs   approaching 
$2,000  per  structure,   or  about  $250   per   unit   (at  an   average  of  eight  units 
per  structure).      For  communities  where  the  average  may  be  only  three   units 
per  structure,    however,   these  costs  would  jump  to  nearly   $900  per  unit. 
Although   this    is   a   fairly   steep  price  to  pay  on  top  of  an  average   rehabili- 
tation  cost  of   nearly   $9,000  a   unit   required  under  our  Municipal    Loan 
program,    it    is  essential    to  the   undertaking  of   a    large-scale   rehabilitation 
program. 


3.  Community  facilities  and  services 

The  process  of  undertaking  large-scale  neighborhood  rehabilitation 
inevitably  must  be  accompanied  by,  at  the  very  least,  a  sprucing  up  of 
community  services  and  amenities.  This  may  include  items  such  as  the 
installation  of  a  sanitary  sewerage  system  (where  absent),  improvement  in 
sanitation,  fire,  police  and  education  services,  street  repairing,  lights, 
recreational  facilities,  and  the  modernization  or  replacement  of  other 
public  facilities.  Thus  the  responsible  agency  spearheading  rehabilitation 
efforts  must  be  in  a  position  to  obtain  the  cooperation  of  each  of  the  City 
agencies  involved  In  the  activities  enumerated  above.  Without  some  planned 
new  public  Investment,  the  effect  of  housing  improvement  In  a  given  neigh- 
borhood easily  can  be  lost. 

Nor  can  the  community  services  end  with  the  completion  of  the  rehabili- 
tation activities  proper.  There  is  ample  evidence  for  the  conviction  that 
follow-up  services  to  property-owners  and  their  tenants  will  be  required 
to  assist  them  In  maintaining  their  properties.  In  managing  their  financial 
affairs,  and  to  counsel  and  assist  landlords  and  tenants  in  establishing  a 
relationship  that  will  contribute  to  the  maintenance  of  a  better  neighbor- 
hood environment  as  well  as  the  improved  upkeep  of  individual  properties. 
This  Is  a  function  that,  in  part,  must  be  performed  by  the  community  rela- 
tions specialist  referred  to  above  as  a  part  of  the  community's  rehabili- 
tation services. 

4o  Resources 


The  full  panoply  of  available  financial  resources  of  City,  State 
and  Federal  governments  is  essential  in  meeting  the  implications  of  the 
rehabilitation  programs  we  have  posited.   For  many  communities  this  has 
financial  implications  that  can  only  be  suggested  by  the  fact  that  New 
York  City  has  Invested  nearly  $600  million  In  direct  mortgage  loans  for 
new  and  rehabilitated  housing  since  1957,  while  the  State  has  an  even 
larger  similar  type  investment  In  the  City  under  the  Limited  Profit 
Housing  Companies  Program.  These  sums  do  not  include  City,  State  or 
Federal  Investments  in  the  urban  renewal  or    low-rent  housing  programs. 

a.   Legal.  Aside  from  professional  and  technical  advisory  services 
that  must  be  aval  lab le  to  owners  and  tenants,  the  community  must  have  the 
power  to  condemn  and  to  acquire  properties,  to  relocate  families  and  to 
rehabilitate  (or  demolish)  structures  on  its  own  account  where  owners  are 
unwilling  or  unable  to  cooperate  with  public  efforts  to  achieve  rehabili- 
tation goals.   In  addition,  the  community  must  have  legal  authority  to 
utilize  or  to  extend  subsidies  to  financially  pressed- owners  to  accomplish 
rehabilitation  on  the  one  hand,  and  on  the  other  hand,  to  provide  assis- 
tance to  low-income  tenants  in  meeting  the  resulting  Increased  housing 
expenses.  Such  authority  is  essential  in  order  to  meet  a  commitment  to 
the  total  rehabilitation  of  a  neighborhood. 

On  the  other  hand,  there  are  legal  and.  In  many  cases,  constitutional 
impediments  to  be  overcome  before  such  sweeping  powers  may  be  delegated 
to  local  communities.  Even  in  New  York  City  today,  our  authority  to  ini- 
tiate rehabilitation  efforts  is  limited  to  legally  designated  rehabilita- 
tion or  urban  renewal  areas.  Aside  from  these  areas,  the  City  agencies 
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are   passive   agents    in  that  they   may   assist   rehabilitation  only    in  such 
cases  where  private  owners   take  the   initiative  to  avail    themselves  of 
existing  statutory   benefits  that  provide  tax  exemption  or  financial    assis- 
tance to  property-owners  who  undertake   rehabilitation   under  specific  ci r- 
cumstanceso^     To  date,   the  State's   constitutional    limitation  on   gifts   and 
loans   has    debarred  owners  of  one-  and  two-family   properties   from  benefit- 
ing  from  these  aids.      The  City    is,   however,   exploring  various   new    legis- 
lative proposals  that  would    increase   its   ability  to   initiate   rehabilita- 
tion efforts    in   neighborhoods  other  than   urban   renewal    areas. 

b.      Fi  nanci  a  I .     To  date  the   Federal    Government  has   provided  a  number 
of    incentives  to   rehabilitation    in  connection  with   as  well    as   apart   from 
urban    renewal    programs.      Some  states  have  enacted    legislation  both  to 
encourage  such   efforts   and  to  permit  municipalities  to   initiate    local 
programs.     The  New  York  State    Legislature  permits   municipalities   to 
extend   direct   financing  and  to  permit  exemption   from   real    estate  taxes 
for  owners  who   rehabilitate  multi-family   properties. 

Certainly,    it  can  be  said   for  New  York  City,    if   not  for  other  commu- 
nities,  that  there  are  substantially  more  available   financial    resources 
for   rehabilitating  properties  than  are  being   utilized  by  property  owners. 
What  has   been    lacking,    in  the  absence  of  community    initiative,    is  the 
willingness  of   owners  to   initiate  the   rehabilitation  of  their  properties 
In    isolation   from  a  similar  decision  of   neighboring  property-owners.     Those 
few  owners  who  have  taken  the   initiative    in   deteriorated  areas   have  had 
little   reason  to   feel    encouraged  by  the   results  except   in  the  too   rare 
instances  where    it  has   sparked  similar  activities   by   neighboring  owners. 

By    far  the  major   impediment  to   rehabilitation  has   been  the  weak  market 
provided  by   present  occupants  of   deteriorated   units.      When  an   average   four- 
room  unit  that  previously    rented   for  $68  per  month    returns  to  the  market 
at  $108,   even  with   the  aid  of   a    long-term,    low-cost    loan   and  after  real 
estate  taxes   have  been  wiped  out,    it    is  our  experience  that    less  than  half 
of  the   families  who  previously  occupied  these  units    find    it  possible  or 
are  willing  to  assume  the  $40    (or  60  percent)    increase   in    rents   after 
rehabilitation.     The   remaining   families    (55  to  65  percent)    are  willing 
to   return  to  their   rehabilitated  apartments  only    if  they   are  given   finan- 
cial   assistance  to  cope  with  the   new    level    of    rents.     The  average  subsidy 
for  these  families   amounts  to  approximately  $28  per  mon+h  while  they   assume 
the  balance    ($12)    of  the    increase  -  which   still    means   an   average   rent 
increase  of ■ 20  percent  even  with   assistance.      It  has   been  possible,    in  a 
limited   number  of  cases,   to  utilize  the   Federal    Rent  Supplement  program  to 
provide  this   assistance  where  the   rehabilitation  was   carried  out   under  the 
FHA  221(d)    (3)    program.      But   rent  supplement  assistance  will    have  to  become 
available   on   a   considerably   more  generalized  scale  than   now    is   permitted 
under  Federal    law    in  order  to  permit   rehabilitation  to  be  undertaken  by   a 
community    in   any  significant  volume. 


To  provide   central    heating  to  structures    lacking  thisfacility   or 
to  permit  the   removal    of  hazards  to  the  safety,   health   or  welfare  of 
occupants  of  multi-family    residential    structures. 
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5.  The  entrepreneurial  and  managerial  role  of  private  enterprise 

It  has  been  widely  observed  in  New  York  City  that  the  incentives  to 
the  vigorous  entrepreneurial  and  managerial  role  played  by  private  enter- 
prise have  been  ebbing  steadily  from  the  low-rent  housing  sector  of  the 
community.  The  pace  at  which  responsible  real  estate  interests  have  been 
withdrawing  from  the  ownership  of  such  properties  undoubtedly  has  been 
hastened  by  the  continued  maintenance  of  rent  control  over  multi-family 
housing  erected  prior  to  1947  -  which  means  virtually  all  low-rent  housing 
in  the  private  market. 

The  most  dramatic  manifestation  of  this  phenomenon  has  occurred  in 
the  sharp  increase  in  number  of  buildings  boarded-up  or  abandoned  -  the 
latter  with  or  without  tenants.  Boarded-up  buildings,  the  inventory  of 
which  had  been  running  at  a  level  of  about  1,000  structures  in  the  early 
I950's  (containing  an  average  of  nine  units)  by  1967  had  reached  a  figure 
of  nearly  3,000  while  the  number  of  occupied  buildings,  completely  aban- 
doned by  their  owners,  numbers  several  hundred.  Some  sections  of 
Brownsville  in  Brooklyn  contain  entire  blocks  where  one-third  to  two-thirds 
of  the  buildings  are  vacant,  vandalized,  boarded-up  or  burned  out.  An 
ironic  aspect  of  this  development  is  that  most  of  these  buildings  are 
early  new-law  structures,  that  predominantly  were  classified  as  standard 
units  in  the  I960  Census. 

The  phenomenon  noted  in  Brownsville  has  been  accompanied  by  a  shift- 
ing of  tenancy  from  white  to  nonwhite  (often  low-income  welfare)  families. 
Increased  code  enforcement  activities  by  the  City  appears  to  have  had  the 
perverse  result  noted  above  -  the  abandonment  or  boarding  up  of  buildings. 
Owners  have  reported  an  increasing  tendency  toward  rent  skipping  and  van- 
dalism by  tenants,  an  exodus  of  normal  (husband-wife)  families,  be  they 
white  or  nonwhite,  and  a  rising  vacancy  rate. 

Although  the  situation  in  Brownsville  and  parts  of  East  New  York  in 
Brooklyn  represent  the  most  dramatic  manifestations  of  this  new  develop- 
ment in  New  York  City,  it  is  not  a  new  phenomenon  in  older  central  cities. 
Philadelphia,  for  example,  has  been  grappling  with  a  similar  problem  for 
the  past  seven  years.  Strangely  enough,  it  should  be  observed  that  the 
foregoing  events  are  a  function  of  an  improving,  not  worsening,  housing 
situation,  difficult  as  it  may  be  for  observers  and  the  remaining  tenants 
and  property-owners  to  believe.  The  very  fact  that  a  large  number  of  fami- 
lies have  been  able  to  find  alternative  housing  arrangements  that  have  per- 
mitted them  to  move,  which  created  vacancies  that  owners  have  not  been  able 
readily  to  fill,  is  a  small  clue  that  the  crest  of  the  City's  housing  pres- 
sures has  passed.  But  it  is  leaving  in  its  wake  disorderly  and  disorgan- 
ized remnants  of  deteriorated  neighborhoods  while  the  families  and 
property-owners  left  behind  become  unfortunate  victims  of  this  haphazard 
market  process. 

It  remains  to  be  seen  whether  the  foregoing  events  are  an  augur  of 
the  wholesale  withdrawal  of  private  enterprise  from  the  ownership  and 
operation  of  low-rent  housing  in  New  York  City.  The  signs  certainly  are 
not  encouraging.  One  thing  is  clear  -  the  institutional  circumstances 
surrounding  private  ownership  of  older  rental  properties  certainly  have 


not  been  encouraging  to  prospective  investors  in  such  properties.  The 
evidence  on  this  point  is  unmistakable.  The  relationship  of  sale  price 
to  annual  rent  roll  of  these  older  buildings  has  declined  from  a  ratio  of 
four  or  five  of  a  few  years  ago  to  as  low  as  two  and  one-half  to  three 
today . 

It  is  possible  that  a  program  of  vigorous  encouragement  to  rehabili- 
tation efforts  by  the  City  on  a  large  scale  may  be  accompanied  by  a  change 
in  attitude  by  real  estate  investors.  Since  public  assistance  to 
rehabilitation  in  New  York  City,  aside  from  raising  buildings  to  code 
standards,  consists  in  removing  major  impediments  to  the  proper  management 
of  properties  -  such  as  burdensome  taxes  and  rent  ceilings  that  inhibit 
proper  maintenance  -  it  is  to  be  hoped  that  the  discouraging  signs  now 
apparent  in  the  City's  depressed  areas  can  be  reversed.   If  not,  the  result 
ultimately  would  lead  to  the  institutionalization  or  socialization  of  the 
entire  low- rent  housing  sector  of  the  City  -  an  outcome  devoutly  to  be 
avoi  dedo 


DISCUSSION   OF   FRANK  S.    KRISTOF'S   PAPER: 
"THE   FUTURE  OF  REHABILITATION  OF  OUR  AGING  CITIES" 

James  G.   Banks* 


I  gather  from  the  morning  session  that  the  New  England  Region  Is 
expected  to  change  slowly.   I  am  not  certain  whether  the  forecasters  see 
progress  or  regression.   In  some  ways  the  New  England  Region  is  fortunate  - 
It  has  some  time  for  planning. 

In  other  areas  of  the  Nation,  more  rapid  changes  are  predicted  and 
effective  planning  will  be  difficult. 

Dr.  Kristof's  paper  highlights  some  of  the  difficulties  faced  by  a 
community  which  must  grapple  with  rapid  change.   It  occurs  to  me  that 
perhaps  our  perspective  for  dealing  with  changes  should  be  questioned. 
We  have,  with  good  cause,  established  certain  standards  and  codes  which 
we  feel  are  necessary  to  protect  the  health  and  welfare  of  our  citizens. 
However,  there  are  great  variations  in  these  standards  and  some  may  even 
be  described  as  onerous.  One  thing  is  clear  -  those  communities  facing 
drastic,  rapid  change  must  remain  flexible. 

For  a  community  like  New  York,  the  answers  must  be  found  quickly  and 
they  must  be  capable  of  mass-application.   It  may  be  that  we  will  be 
requested  to  reduce  our  standards  somewhat  In  order  to  achieve  some 
Improvement  in  the  living  conditions  of  masses  of  people. 

So  far,  success  with  rehabilitation  has  not  been  impressive.  The 
experience  which  Dr.  Kristof  describes  Is  exceptional.  However,  this 
experience  appears  not  to  be  applicable  to  masses  of  dwellings  because 
of  the  excessive  costs.  The  costs,  of  course,  are  determined  in  large 
measure  by  the  code  requirements.  In  a  word,  unless  we  are  able  to 
reduce  costs  drastically,  rehabilitation  appears  not  to  be  a  technique 
capable  of  providing  decent  housing  for  masses  of  urban  residents. 

A  more  pervasive,  perhaps  more  philosophic,  question  occurs  to  me 
as  we  discuss  this  problem  -  Can  we  expect  to  develop  a  creative,  dynamic, 
viable  society  without  the  involvement  of  masses  of  urban  population  in 
the  process  of  urban  growth  and  development?  Cities  are  first  and  fore- 
most peop le.  The  environment  which  serves  them  Is  reflective  of  their 
condition.   if  we  concentrate  all  of  our  efforts  on  the  physical  features 
of  the  environment,  we  are  not  likely  to  create  an  Improved  state  of 


Mr.  Banks  Is  the  Director  of  the  Office  of  Community  Development, 
and  Under  Assistant  Secretary  for  Renewal  and  Housing  Assistance  in  the 
U.  S.  Department  of  Housing  and  Urban  Development. 
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living   for  urban    residents.      It    is   my   view  that   unless  we  engage   urban 
residents    in  the  process  of   physical    change  -   unless  that  change   is 
indeed  a   reflection  of  their  desires   and  a  product  of  their  handiwork  - 
whatever  we  accomplish    is   going  to  stop  there.     Our  challenge   is  to  create 
an  environment  where  human  growth   and  development  are  assured.     The  mere 
replacement  of  dilapidated  housing  with   better  dwellings  has   not  done  this. 
Even    if  we  do  master  the  art  of   rehabilitation  -  even   if  the  costs   are 
brought  under  control    -  there    is   no  assurance  that  such   an  accomplishment 
will    produce  an    improved   "state  of    living"    for  masses  of   urban   residents. 

Mr.    Kristof  has   also   raised  the  question  of  the   impact  of    renewal 
and    rehabilitation  on   minority   groups.      Until    we   find  a  way  to  use   renewal 
as   a   force  which   creates  opportunities   for  growth   and  development  over  and 
beyond  the  physical    advantage  of   a  better  apartment,    renewal    will    not  be 
seen  as   a  positive   force    in  the    lives   of   disadvantaged  minority   families. 

Our  experience  over  the  past  25  years   gives   clear  evidence  that  good 
housing   does   not   relieve  the  pain  of  hunger,   the   insecurity  of  the 
unskilled  or  the  disabilities  of  the    ill.      Moreover,    unless  the  manage- 
ment   is  particularly   sensitive,    it  does   not  give  the  sense  of  belonging 
which    is  so   important  to  human   motivation. 

The   important  thing   for  us  to   remember  today    is  the  necessity  to 
see  our  urban   problems    in  broad  prospective.     We  have   come  to  the  point 
where  the  need  to  make  our  decisions    relevant  to  the  totality  of  the  urban 
environment   is   no    longer  a   choice.      It    is   a   requirement. 


DR.    KR I  STOP'S   REPLY  TO   MR.    BANKS 


I    am  sorry  that  Jim  Banks  had  to    leave,   but   relative  to  some  of  the 
points   that  he  made,   we  were  talking    in  tandem.      I    wouldn't  contradict 
the  point  that  he  did  make.      I    did  not  address  myself  to  the  problems 
of   dealing  with   poverty.      Otherwise,    I    would  have  had  to  devote  a  half 
hour  to  platitudes   and  generalizations,    and  that  would  have  been   useless. 
I    was    dealing  with   the  specific  economic  problems  of    rehabilitation  versus 
new  construction.      !    accept  the  criticism  that    it   is   a    rather  narrow  view- 
point  in  terms   of  a  I  I    the  social    problems    involved    in  housing.      I    do 
recognize  the  problems  that  Jim  pointed  out.      As    I    say,    I    had   no   intention 
of   dealing  with    a  broad  spectrum  of  social    and  poverty   problems  that  are 
involved    in  housing,   of  which    I    am   fully   aware. 


NEW  TOWNS   AND  OLD    I DEAS 
Wi  I  I i  am  G.    Grigsby* 


A    large  portion  of  the  American  city   planning  profession,    if    indeed 
there    is  one,    thrives  on  journalese,    panaceas,   the  pursuit  of  orderli- 
ness,   and  physical    approaches  to  complex  social    and  economic  problems. 
Diagnoses  of  and   prescriptions    for  metropolitan    ills   more  often  than   not 
reflect  these   four  overlapping  predilections.     The  professional    planning 
literature   currently   abounds  with   such   picturesque,    if  analytically  hope- 
less,   descriptors  of   urban  problems   as   "slurbs,"   "scatteration,"   "messa- 
poiis"   and  the    like.      Families   do  not  "migrate"  to  the  suburbs;   they   "flee" 
there    (despite  a  wealth   of   data    indicating  that   neither  description    is 
accurate)    and   atrophy    in   "ticky-tack"   houses.      Developers    do   not  develop; 
they   "rape"   the    landscape.     Highways   "strangulate"  the  city.      Rapid  growth 
is   turning  "megapel  is"    into   "monsteropol i s ." 

These  terms   together  with   a    long    list  of  others   collectively   portray 
what  planners   call    the  "urban  crisis."     With   characteristic   foresight,    and 
approximately   one  year  after  the   first  summer   riot,    a   few  planners   have 
not  only  wakened  every   i^liddlesex  village  and   farm  to  this  crisis;    they 
have  provided   us  with   several    instant   remedies.      Among  the  more  glamorous 
of  these   is  the  proposal,   which    appears    in  a   number  of   different  forms, 
that  the  government  embark  on  a  program  to  bui  Id   a   network  of  50  to    100 
(depending  on  the  particular  scheme)    new  cities,    varying    in  size   from 
100,000  to  3,000,000  persons.      It  perhaps  matters   not  that  this   particular 
approach   to   urban  salvation    is  the   resurrection  of  a   rather  old  notion. 
For  the  key,    in  this   case,    is  the  elegance  and  monumental ity  of  the   idea  - 
a  single,   orderly,   physical    solution  to  an  enormous   and  complicated  prob- 
lem. 

But    is   this    approach   equal    to  the  task?      Is    it  even  appropriate  to 
the  problem  we.,-tace?      Many   persons  other  than   planners   apparently  think 
so.     The   idea  has   been  widely   and   favorably    reported   in  the  popular  press. 
And  well    over  a  hundred    large-scale   urban   developments   already    in  the  pro- 
cess of  construction   are  being  touted  by  their  sponsors   as   new  communities, 
even  though    nearly   all    of  them  are  situated  much   too  close  to  existing 
urban   concentrations   and   are  much  too   dependent  upon  them  to  be  accepted 
by  planners   as   genuine  new  towns. 

The  current  popularity   of  the   idea    is  based  more  on   faith   and  pretty 
pictures  than    reasoned  analysis.      It   deserves   closer  scrutiny.      In   this 
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short  paper,  I  would  like  to  examine  tv/o  facets  of  new  towns:   (a)  their 
relationship  to  an  optimum  pattern  of  urban  phys  ica I  development;  and 
(b)  thei  r  possi  b le  role  in  ame I iorati  ng  socia I  ills.  Hopeful ly  th  is 
examination  will  provide  a  perspective  which  will  better  enable  us  to 
evaluate  the  potential  of  new  towns  in  solving  urban  growth  problems, 
particularly  housing  problems,  in  the  coming  decades. 

Before  proceeding,  it  might  be  useful  to  distinguish  between  two 
analytically  different  types  of  new  town  proposals  -  those  which  emphasize 
satellite  communities,  such  as  Reston  and  Columbia,  that  are  close  to 
existing  urban  complexes,  and  those  which  envisage  large  new  complexes 
considerably  removed  from  major  concentrations  of  population.  For  the 
most  part,  my  remarks  relate  to  both  patterns,  and  when  this  is  not  so, 
the  distinction  is  readily  apparent  from  the  context  of  the  discussion. 


New  Towns  and  Urban  Growth 


Planners  are  intrigued  by  the  notion  of  new  towns  for  several  reasons. 
First,  they  believe  a  city  which  is  planned  from  scratch  will  be  more 
efficient  than  one  which  is  partly  a  legacy  of  past  technology  and  which 
is  forced  to  adapt  as  best  it  can  to  the  many  conflicting  forces  and 
accidental  occurrences  in  the  private  market.  Second,  they  believe  that 
the  human  scale  and  the  sense  of  identity  that  are  alleged  to  be  lacking 
in  the  larger  metropolitan  areas  can  be  created  and  preserved  in  planned 
communities.  Third,  they  hope  that  heterogeneity  of  income,  class,  and 
race  can  be  built  into  new  towns  whereas  they  are  largely  lacking  in  the 
typical  subdivision.  Finally,  and  1  think  most  important  to  them,  they 
are  appalled  by  the  thought  of  huge  continuous  urban  areas  sprawling  for 
hundreds  of  miles  along  the  East  and  West  Coasts  and  Great  Lakes,  and 
uninterrupted  by  any  large  expanses  of  natural  environment  which  could 
provide  visual  and  emotional  relief.  Since  the  Pill  as  a  solution  to 
problems  of  urban  growth  is  still  a  little  problematical,  their  panacea 
this  year  is  the  new  town.  Carefully  planned  satellite  communities  would, 
they  argue,  assure  an  interlarding  of  open  and  urban  spaces;  and  huge  new 
communities,  constructed  at  least  100  miles  or  so  from  existing  large 
metropolitan  areas,  would  siphon  off  growth  from  megapel  is  and  keep  it  at 
a  manageable  size. 

Although  all  four  of  the  above  assumptions  are  debatable,  it  is  the 
last  notion  having  to  do  with  excessive  size  which  I  would  like  to 
question.   It  contains  implicit  value  judgments  regarding  both  the  optimum 
number  of  persons  that  should  reside  in  a  specified  geographic  area,  and 
the  optimum  spatial  distribution  of  this  population.  '  These  judgments  are 
made  without  any  attempt  to  examine  what  it  is  that  should  be  optimized 
and  for  whom,  and  without  any  reference  to  the  differing  situations  of 
SMSA's  of  differing  sizes.  The  truth  is  no  one  knows  what  is  an  optimum 
population  for  an  area  of  a  given  size,  and  new  town  advocates  themselves 
hold  widely  differing  views  on  the  subject.  As  nearly  as  I  can  determine, 
most  persons  feel  it  is  the  population  of  their  own  community  twenty  years 
ago  (10  years  ago  in  California).  Also,  the  next  larger  city  in  their 
region  is  almost  invariably  too  large.  Thus,  residents  of  Sioux  City  like 
to  visit  Mi  nneapol is  but  woul d  never  want  to  I i  ve  there;  fami  I ies  in 
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Minneapolis    feel    the  same  way   about  Chicago.      And  how  Chicagoans   and 
everyone  else   feel    about  New  York   is,   of  course,    common  knowledge.      All 
we  know   for  sure    is  that  optimum  size  has  something  to  do  with   the  ability 
of  technology   and   government  to  provide  an  efficient  and  humane  environ- 
ment  for    large   numbers   of  persons    living    in  close  proximity.     This   ability, 
while  perhaps    lagging   behind  the  problem,    does   seem  to  have  an   upward 
secu lar  trend. 

Part  of  the   feeling  of    impending   urban   breakdown,    and  the  popularity 
of  the  new  town  strategy   as   an   alternative,    appears  to  stem   from  a  mis- 
interpretation  of  Jean   Gottman's   classic  study   of   megalopolis.     When 
Gottman   forecast  a  continuous    urban    ribbon  stretching   from  Boston  to 
Washington   and  encompassing  a  more  or    less  single  economic  region,   other 
writers   noted  with   great   frequency   and  complete  accuracy  that   indeed  one 
could   already   drive  the    length   of  this    ribbon  without  getting  out   into 
open  country  on   more  than   a   few  short  occasions.      This   description  has 
created  the   impression  of   a  huge  man-made  wasteland  where  one   is   denied, 
except  at  great  time  and  expense,    access  to  the  natural    environment.      What 
has    not  been  noted,    however,    is  that  by   and    large  the   ribbon    is   a   very 
narrow   one   and   that  except   for  the   area   around   New  York  City   a   person   need 
not  tarry    long    in  the  hot  city    if  he  chooses   not  to.     The  urban   fringe    is 
only   30   minutes   from   downtown  Philadelphia;    20   minutes   from  downtown 
Baltimore;   ten  minutes   from   downtown  Wilmington.     These  times   are  probably 
about  the  same  as  they  were  60  years   ago  prior  to  the  automobi  le,    and 
today    fewer   residents    live   near  the  CBD. 

In   brief,   the  spectre  of   a  sort  of   neo-l^a  Ithus  ian   crisis    in  our  urban 
areas   has,   except   in  the  case  of  the  New  York  area,   been  vastly  overdrawn. 
(This   view  of   New  York   reflects  the   fact  that    I     live    in  Philadelphia.) 
Even  were    it  not  greatly  exaggerated,    new  towns   are   not   necessarily  the 
answer.      As    I    have  already   mentioned  above,   what  constitutes  the  optimum 
urban   form  at  the  metropolitan  scale   no  one   really   knows.      However,   either 
a  stellate  or   radial    pattern   has   at    least  as   much   appeal    a  priori    as   a 
nucleated  one.      Moreover,    if  we    look  beyond  simple  physical    forms   to  the 
activities   and  movement  patterns    in   urban   areas,    it   is  clear  that  the 
question  of  optimal    spatial    distribution  becomes  exceedingly   complex.      To 
this   complex   issue  proponents  of   new  towns   bring  an   overly   simplified 
answer. 


New  Towns   and  Urban  Social    Problems 


America  was   the   new   frontier  for  the  oppressed  European;   the  West, 
the  new   frontier   for  the  Eastern   poor;    and  the  cities   after    1890,   the  new 
frontier  for  the   rural    poor.     Today's   new   frontier,    like   i t  or  not,    is 
suburbia.      This    is  where  the  action    is;   where  opportunities  are  expanding. 
In   our   large  metropolitan  areas,    however,   the   frontier   is  closed.      Because 
of    racial    discrimination,    restrictive   zoning,    and  the  high   cost  of   new 
housing,    migration,   which   once  was  the  path    upward   for  many   families,    is 
now    impossible   for  the    lower-income   residents  of   our   inner-cities.      Not 
only   cannot  they  migrate  to  the  jobs;   they   cannot   reach  them  by  automobiles 
which   they   do  not  own,   or  by   public  transportation  which   they  do  not  have. 
In   fact,   they   are   usually   unaware  that  the  jobs  even  exist  -  to  the  great 
relief  of  some  suburban  employers. 
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A  number  of  solutions  to  this   problem  have  been  suggested:      better 
transportation  to  the  suburbs,    attraction  of    industries  back  to  the  core, 
more  subsidized  housing  outside  the  central    cities,    and  of  course  new 
towns,   which   among  other  things   can  end-run  suburban    resistance  to  cheap 
housing.      All    of  these   Ideas  have   merit.     V/hat    is  particularly   appealing 
to  some  persons   about  the  new  town  approach,   however.    Is  the  possibility 
that  the  profits    from    land   development   in  a  successful    new  town  could  be 
used  to   reduce  sales   prices  and   rentals   for    lower-Income  groups,   thereby 
opening   up   housing  opportunities    for  them  outside  the   inner  city  area, 
and    in  the  process  creating  both   more  heterogeneity    In  the  suburbs   and 
greater  opportunity    for   renewal    In  the   city. 

Unfortunately,    a    few   harsh    realities    Intrude   upon   this    line  of 
reasoning.      The   first    Is   that  the  profits   of   new  town  developers,   judging 
from   accounts   of   Reston,   Columbia,    and  other  similar  ventures,   are  modest 
at  best,    unless   an  employment  base  within  or  very   near  the  town  can  be 
guaranteed    in  advance.      Second,   the  capacity  of   a   single   new  town  to  help 
alleviate  the  welfare  burden  of   a  central    city    is  quite    limited.      If 
Columbia  agreed  to  accept  30,000    low-Income  persons    (about  one-fifth  of 
Its   projected  population)   over  the  twenty  years  of    Its    development.    It 
would  draw  off    less  than  one  per  cent  of  the  poor  fami lies    in   nearby 
Baltimore  each  year.      Third,   even   under  government  sponsorship,    new  towns 
have  never  helped    lower- Income  groups   directly.     Witness,    for  example,   the 
new  towns    In  England,   Scotland,    and  Scandinavia,   whose  demography    Is   almost 
an  exact  duplicate  of  that    In  America's  suburbs.      Finally,   the  most  dis- 
turbing  reality    is   that   new  towns,   even   In  their  present,    almost  mythical 
state,    are   not  viewed  by  their  principal    advocates   as   sumps    for  the  urban 
poor.      It  seems   to  be   felt,    and  perhaps    rightly  so,   that  the  difficulties 
of    launching  even  a  single  new  town,    much    less   a  number  of  them,    are 
already   severe  enough   without  adding  the  further   risk  of  social    experi- 
mentatl on. 

Yet   It  could  be  argued  that    if   new  towns   have   any    role  at   all    to 
play    in  the   Implementation  of   federal    policies    for  urban   development.    It 
Is   as   the  new   frontier  for  the  urban  poor.      Fai  lure  of  the  government  to 
view  them   in  th  is    I Ight  will    produce  new  town    legi  s latlon  wh  ich   simp  I y 
creates   additional    difficulties    for  central    cities   by  subsidizing  the 
dispersion  of  economic  activity  but   not  the  simultaneous   outmigratlon  of 
low- income   households. 

However,    given  the  huge   dimension  of  poverty    relative  to  the  capacity 
of   new  towns  to  absorb    reasonable   numbers   of   poor.    Is    it   reasonable  to 
think  that  these  communities   could  be  of   any    real    value    in  the  anti-poverty 
effort?     Realistically,   the  answer   Is   no.     Conceptually,    It   Is  yes.      If 
the  slum  environment  does  actually   beat  down  on  the  poor  unti  I    poverty 
becomes   a  state  of   mind.    If  a  healthful    physical    environment   is   as   thera- 
peutic as   physical    planners   allege,   then  bringing  some  of  the  hard-core 
poor  to  a   new  town  situation  specifically  to  treat  their   ills  should 
accelerate  progress.     How   many  of  what  types  of   persons   and   fami  lies 
could  be  helped   in  a   new  community    Is  a  matter  of  speculation.     Perhaps 
some  could  come  as  permanent   residents  having    local   jobs,   whereas  others 
would  be  taken  for  a  temporary   period  as  trainees    in  various  programs   and 
then  assisted    In   finding  permanent  homes  wherever    in  the  metropolitan  area 
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they   wished  to  settle.      By   acting    in  part   as   a  way  station   for  a   floating 
population,   the  community   could   assist    in  the  upward   and  outward  migration 
of   many   more   families  than   could   an   ordinary  new  town  of  the  same  size. 
Thus,    a   new  city    like  Columbia,    instead  of   accommodating  at  most  about 
1,500  persons   per  year,    could  through    a   full    complement  of  programs   pos- 
sibly serve  two  or  three  times  that  number.      Some  of  these  might  stay  on 
in  the  community,   but  as   mi dd le-i ncome    residents. 

This    form  of  experimentation  could  be  combined  with   and   given  glamour 
by  concurrent  experimental    work   in   urban  technology    in  an   atmosphere 
devoid  of   all    the  constraints  which    now    limit   innovation  by  the  developers 
of   new  towns.      The   favorable    results  of  both   types  of   act  ion- research 
would,    of   course,   have  much  wider  application.      I    offer  this    idea  seri- 
ously,   but  with    little  expectation  that  any   attempt  will    ever  be  made  to 
implement   it. 


Alternatives  to  New  Towns 

The  experience  with    new  towns,    not  only    in  America  but   in  other  coun- 
tries  as  well,    reminds  one  of  Veblen's   famous    footnote   regarding  salesman- 
ship  and  the  churcho      i^uch    is   promised,    but    little   delivered.     This    is 
likely   to  be  the  case   for  several    decades.      Even   if   favorable    legislation 
is   passed  and  the  utmost  effort   is  exerted,   easily  90  per  cent  of   urbani- 
zation will    continue  to  occur  approximately    in  the  same  manner  that    it 
now   does.      The  accident  of    large    land  holdings   or  of  the  occasional 
relocation  of  an    industrial    or  governmental    activity  will    pave  the  way   for 
a   few  developments   that  have  some  of  the  earmarks  of  self-contained 
communities,   but  these  will    be  the  exception.     Hence,   on  practical    as  well 
as   conceptual    grounds,    new  towns   are  simply   not  the  answer  to  scatteration, 
sprawl,    conurbation,    and  Scottish  enclosure    laws. 

Rather  than   be   romanced  by  the   new  town  or  any  other  grand   vision, 
therefore,   the  public  sector  should   focus    its   effort  and   resources  on  the 
problem  of    Improving  existing   development  patterns    in  existing   metropolitan 
areas.     But  how?     Although   there  obviously    is   no  single   answer,    or  even 
agreement  as  to  what  are  the  most  serious   problems,    I    would    like  to  suggest 
five  major  program  thrusts  which   have  some  chance  of  success  and  which,    if 
successful,   would   greatly    reduce  concern  over  the  urban  environment   in 
general,    and   housing  problems    in  particular. 

First,   the   right  of  Negroes  to    live  wherever  they   can  afford  to  must 
be   firmly  established.     To  accomplish   this  objective,    at    least  one  or  two 
Negro  families  will    have  to  move    into  enough   suburban   neighborhoods  to 
convince  whites   and   non-whites   alike  that  the  housing  market   is    in   fact 
open.      At  that  point,    residence    In  a   ghetto  will    become   voluntary    insofar 
as    race    is   concerned,    and  as   a  consequence,   the  psychology  of  ghetto    life. 
Including  attitudes  toward  segregated  schools,   should   markedly   change. 

Second,   the  problem  of    Income  ghettos   should   be  approached  primarily 
through    non-housing  programs  that   raise   Incomes    rather  than   by   attempts 
to  suburbanlze  the  poor  through   housing  subsidies.      The    latter  approach 
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wi  II    never  achieve  enough   momentum  to  make  a  significant   impact,    and  even 
if    it  did,   the  poor  would  simply    find  themselves  segregated  at  the  urban 
fringe    instead  of   at  the  center. 

Third,   the   immediate  housing  problem  of    low-income   families  must, 
following  the  above    line  of    reasoning,    be  solved  within  the   inner  city 
itself,   principally  through   an   accelerated  program  of    rehabilitation. 
After  years   of  hearing   a    large   volume  of    rehabilitation  talk  and  viewing 
a    low   volume  of  activity,    many  observers  have   become   disenchanted  with 
this   approach.      In   Philadelphia,   however,    most  of  the  barriers   to  mass 
renovation  have   one  by  one  been   removed,   and  the  aggregate  volume  of 
several    individual    programs    is    reaching  truly  significant  proportions. 
The  same    results   are   possible  elsewhere. 

Fourth,   the  use  of   zoning  by  suburban   communities   as   a   device  to 
promote   fiscal    solvency    in  the   name  of  health    and  welfare  must  be  stopped. 
This  would   have  to  be  accomplished    in  the  courts.      It    is  by   no  means   an 
impossibility.      A  few    lawyers    feel    that  a  successful    test  case  could 
possibly   be    launched  today„      Abolition  of   restrictive  zoning  practices 
would   not  by    itself   dramatically   change  the  suburban    landscape.     Additional 
action  would  be   required  with    respect  to  building  codes,   water  and  sewer 
requirements,    and  so  forth.      But  breaking  the  zoning  blockade  would  seem 
to  be  an  essential    first  step. 

Finally  the  problem  of    integrating  the  natural    and  man-made  environ- 
ments  within  metropolitan  areas   must  be  given   much   more  serious  attention 
than  has   been  the  case  thus    far.      Planned   unit  developments,    large    lot 
zoning,    and   dedication  by  builders  of  small    pieces  of    land  for  parks 
reflect   a   concern   for  but   not  an   understanding  of  what   is   required. 
Pioneering  studies    in  Philadelphia  and  Baltimore  have  analyzed    in   detail 
the  nature  of  the  problem  and  the  steps  that  must  be  taken  to   integrate 
urban   development   into  the  existing   natural    environment   in  such   a  way   as 
to  preserve  the  visual    amenities  we  value  so  highly.      These  studies  suggest 
that  the  task   is   by   no  means    impossible  and  that  the   results  would  be 
dramati  c. 

This  is  admittedly  a  tired  old  list,  but  it  is  a  feasible  one.  By 
1975  substantial  progress  can  be  made  in  all  of  these  areas,  and  if 
progress  is  made  the  new  town  fad  may  once  again  wane  as  it  has  several 
times  i  n  the  past. 


DISCUSSION   OF 
FRANK  S.    KRISTOF'S   AND  WILLIAM  G.    GRIGSBY'S   PAPERS 

Mary   K.   Nenno^ 


I    would    like  to  make  a   few   remarks,    largely   from  the  orientation 
of   a  person  whom  you   might  call    a    local    practitioner  -    in  other  words, 
one  having  had  some  experience  on  the  operating  end  of   a    local    housing 
and   renewal    operation.     The  other  viewpoint  that    I    speak   from   is  what 
you   might  call    an  overview  from  the  federal    level.      I've  had  the 
opportunity  over  the    last  seven  years  to  be  a  close  observer  of  the 
responses  of  the  Congress    in  terms  of    legislation,    and  of  the  various 
issues  that  come  to  a  head   at  the  national    level. 

The  thing  that    is   most   refreshing  to  me    in  today's   presentations, 
particularly   about  both    Frank  Kristof's   and  Bill    Grigsby's   papers,    is 
that  we  are  getting   away   from  wishful    thinking  and  slogans;    and    I    think 
we' re   also  say  ing  that  there    is   no  one  sol ut ion.     Wh  i  le  we  try  to  mai  n- 
tain  optimism  about  our  progress,  we  are  trying  to  be   realistic  about 
"solutions"    in   rehabilitation,    and  about  having  a  panacea    in  a  "new 
town"   concept  to  solve  all    of  the   rather  difficult  and  sticky  questions 
which   the  practitioners    in  planning,   housing,    and   urban    renewal    have 
been  struggling  with    for  about  30  years. 

For  example,    in  the   matter  of    rehabilitation,   there  was   a  series 
of  hearings    in  the  Congress  this   summer  before  Senator  Sparkman's 
Housing  Subcommittee.      In  the  Administration's   presentation  there  were 
some   rather  glowing  phrases  both   about  how   rehabilitation  could  cut 
costs   by   approximately  one-third  or  one-half  over  new  construction,    and 
about  the  ability  of    rehabilitation  to  serve    low- income   families.      Some 
of   us  who  have  been  at  the  operating  end  of    local    programs   would  have 
couched  these  hopes    in  more   restrained  words.      I    think  we  must  be  much 
more    realistic   in  what  we  say  about  such   things;   overly  optimistic  claims 
not  only    raise  hopes  on  the  part  of   people  who  are  the  possible    recipients 
of  this   assistance,    but   raise   false  hopes    in  the  Congress  and  other 
policy-making   bodies   about  what  can  be  achieved. 

I    would   certainly   agree  with   the   remark  that  the   rehabilitation 
program    is   no  substitute  for  new  construction.      It's    not  an   "either/or" 
proposition.     We   need  both    new  construction  on  a    large  scale,   particularly 
for    low-   and  mode  rate- income   families,    and  we  need    rehabilitation.     The 
progress    report  of  the  Administration  to  the  Sparkman  Committee  on 


^Miss  Nenno   is   the  Associate  Director  for  Program  Policy   and   Research, 
the  National    Association   of  Housing   and   Redevelopment  Officials. 
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rehabilitation    is   an  excellent  summary  of   all    of  the   rehabilitation 
efforts  to  date.    (A   report  by  the  Department  of  Housing  and  Urban  Develop- 
ment to  the  Subcommittee  on  Housing  and  Urban  Affairs,    United  States 
Senate,   August    1967,    52  pp.) 

The   fact    is   that  the  volume  of    rehabilitation  has  been  very  small. 
It    is   also  a   fact,    of   course,   that  we  are  having  a   number  of   very 
interesting  and  promising   new  kinds  of   demonstrations.      Two  of  them  were 
not  mentioned  today  either  by  Dr.    Kristof  or  by  Jim  Banks    in  his   response, 
One   is  the  new  concentrated  code-enforcement  program.     This    is   not  a 
major   rehabilitation  program    in  the  sense  that    it  represents   a  complete, 
large-scale    rehabilitation  of  a  unit;    nevertheless    it   is   a  new   federal 
assistance  device  which    is   very   promising    in  terms  of   volume  and   in 
terms   of  the  prospect  of   upgrading,    at    least  to  a  minimum  codes    level, 
a  substantial    number  of   dwellings.      It    is  already   active    in  50  cities, 
and  was   just  enacted    in    1965. 

The  second  new  demonstration  effort    is  the  "private    leasing  program" 
in  public  housing,   where  a    local    housing  authority   can   now    lease  an 
existing  structure  -  either  allowing  the  tenant  to    lease   it  directly, 
or   leasing   it  and  then   renting    it  to  a  tenant.      In   many   cases,   this 
program  made    it  possible,   because  of   the   five-year    lease  commitment,    for 
an  owner  to  go  out  and  obtain   rehabilitation   financing  to  bring  his 
property   up  to  standard   condition.     This   again,   the  Administration's 
report  shows,    is    reaching  significant  volume,   even  though    it  was   adopted 
only    in    late    1955.      It   now  has   a  total    volume  of  over  20,000  units, 
which    for  a   new  program    is  quite  promising. 

1    would    like  to   respond   very   briefly  to  a   remark  that  Jim  Banks 
made   about  the    impact  of  some    large-scale  public  housing   developments 
which   we  have   all    heard  so  much   about  -  the  State  Street  development   in 
Chicago,   the  Pruit-lgoe   development   in  St.    Louis,    and  the    long    lines  of 
public  housing    in  Newark.      I    think,    again,   that  we  must  be   realistic 
about  why  these  things   happen.     The   fact    is  that  you  would  not  have  had 
a  two-mile  State  Street  development   in  Chicago,   or  concentrations  of 

low-income   families    in  St.   Louis  or  Newark   if  there  had  been  a  social 
concensus  within  these  cities  that    low- income   families   could    live    in 
other  than  certain   restricted  areas  -  these  are  the  facts  of    life.      It 
was    not  a  case  of    local    housing   authorities   having  an   available  option. 

It  was   an  "either/or"   proposition.      Either  housing  was   built   in  this  way 
and  provided  some  shelter,   or   it  wasn't  built  at  all. 

This    runs    us    right  up   against  the   really  hard   facts  that  we  have 
been  struggling  with   here   all    day.     They   are  that  to  do  the  kinds  of 
things   we  want  to  do    in  community   development,   whether   it   involves   new 
towns  or  expanded  metropolitan  development,   we  need  to  have  a  social 
concensus   about  our  goals.      We   must  know   more   about  how  we  can  achieve 
such   things   as   mixing    income  groups,   or  doing  away  with  what  we  call 
restrictive   zoning  practices,    or  we're   not  going  to  make  the  kind  of 
progress  that    is    necessary. 

Another  point  which   has   emerged  today    is  that   for  a    long  time  we 
have    ridiculed  the  efforts  of  other  governments,    including  the  Soviet 
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Union,    for  their  short-term  housing  efforts.      Anyone  who  has   seen  the 
new  construction    in  the  Soviet  Union  will    say:      "This    is   very  shoddy; 
it's   not  going  to    last  very    long."     Yet  this   government  will    admit  to 
you  quite   frankly:      "We   don't  expect    it  to    last    long.      We  have  an 
immediate   kind  of   housing  situation   and  we're   going  to  build  to    last 
for    10   or   20  years;    we   don't  expect  this   housing   to    last   any    longer." 

Perhaps    in  both   our   new  construction  programs    in  this   country,    and 
in   rehabilitation,   we've  been  too  much   concerned  about  building  or 
rehabilitating  structures   that    last   for  30,    40,    or  50  years.      There   are 
a  great  many  opportunities    in  terms  of   rehabilitation,    and    in   new 
construction,   where  we  could   use  what  we  might  call    "short-term"  or 
"temporary"   housing   to   ameliorate  present  conditions.      At   the  same   time, 
we   could   be  moving   forward   on   a    larger  program   of   construction  with    a 
longer  term  of    I i  fe. 

In   order  to  make  one  comment  about  the   feasibility   of    rehabilitation, 
I'd    I i ke  to   refer  to  a    remark  that   Frank  Kristof   made  about  the  differ- 
ence   in   cost  obtained    in   New  York   for   vacant  bui  I d i ngs   or   for  a   vacant 
land  site,    and  the   rather  better   results  that  Bill    Grigsby    referred  to 
in  Philadelphia  where  they've  been  able  to  acquire   properties    (many  of 
them  vacant)    at   rather  reasonable  acquisition  prices.     This   makes   a  great 
deal    of   difference   in  the   feasibility   of   a    rehabilitation   program.      In 
two  cities    now,    Pittsburgh   and  Chicago,   HUD   (Department  of  Housing  and 
Urban  Development)    is   permitting  the   use  of  the  urban   renewal    land  write- 
down  for   rehabilitation.     This   makes    it  possible  to  get  the  original 
acquisition  cost,   which    is   charged  against  the   rehabilitation,    down  to 
a   reasonable    level,    allowing  a    lower  final    rent  cost  to  the  tenant.      We 
should   utilize  this    land  write-down  tool    to  a   far  greater  extent. 

The  one  big   conclusion    I'd   draw  out  of   Frank  Kristof 's   paper   is 
that  we  need  to   use  all    of  our  programs  -    urban    renewal,   housing 
assistance,    and   rehabilitation  -  much   more  closely    in  conjunction  with 
each   other.      We  have   a   rather   impressive   array  of   new  kinds   of   housing 
subsidy   programs,    but  these  need  to  be  geared    into  and   used  much   more 
effectively    in  a   concerted  effort,    rather  than  trying  to  employ  them 
independently.      We   need,    also,    in   all    the   new  efforts  with  the    low-income 
home-ownership  programs    (including  the  new  221h   program  which    uses   non- 
profit sponsors)    to  gear  them  closely    into  the   renewal    process,   where 
perhaps  we  can   utilize  some    land  write-downs   and  things   of  this  sort. 
So  one  of  the  things  we  have  to    look   forward  to   i s  a   much   more   compre- 
hensive  process. 

I    couldn't  agree  more  with   the  conclusion  which   Bill    Grigsby  makes 
In  his   paper;    and    it's  so  applicable    I'm  going  to  quote  part  of    it.      He 
says  that  despite   all    of  the  talk  that  has   gone  on   about  the  trends, 
"easily  90  per  cent  of   urbanization  will    continue  to  occur  approximately 
in  the  same   manner  as    it  now   does,"   and  that  "rather  than   be   romanced  by 
the   new  town  or  any  other  grand   vision,   the  public  sector  should   focus 
its   effort  and    resources  on  the  problem  of    improving  existing   development 
patterns    in  existing   metropolitan  areas." 
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I    think  that    I    would   agree  with   this,    based  on  my  experience    in 
working  with  the  housing  and   renewal    programs  which   have  been   focused 
on  the  central    city.     Our  Association    (NAHRO),    at   its  Portland  meeting 
early    in  October,    adopted  a   Program  Resolution  calling   for  "a   new  effort 
to  arrive   at  a  central-city   metropolitan  area  program  strategy."     What 
we  mean  by  this,    and  what  we  hope  will    come  out  of    it,    is  that  since 
central-city  and  metropolitan-area   development  cannot  proceed    indepen- 
dently of  each   other  much    longer,   there  has  to  be  a  whole  new  series  of 
arrangements   or  strategies  between  these  two  urban  development  operations. 

One  of  the  things  that  we  have   come  to  know,    for  example,    is  that 
all    of  the  tools  that  are  being  used    in  centra  I -city   urban    renewal    -  the 
acquisition   and  write-down  of    land  costs   for   reuse,   the  open-space  pro- 
gram with   assistance  possibly  extended  to  the  use  of    land  banks   for 
future  community   development,   tying  the  development  of  housing  to  major 
systems   such   as  transportation,   employment  and  communitY   facilities  - 
all    of  these  tools,   which   are   rather  fundamental    tools    in  the  central- 
city    renewal    process,    are   also  equally   applicable  on  a  metropolitan   area 
basis.     We  ought  to  be  working  toward  the  time  when  we  can  tie  these  two 
developments  together.      In   addition,   some  of  the  social    difficulties 
which    have  been   facing  the  center-city    renewal    effort  can  be  considerably 
eased  by  tying  them   in  with    a  metropolitan-area  strategy  -  such  things 
as    relocation  or  new    locations    for   low-income  housing.      Another  excellent 
recommendation  which    came  out  of  Bill    Grigsby's   paper  was  what  he  called 
"action    research."     As    I    understand    it   (and    I    must  say  this    is  also 
reflected    in  our  NAHRO  Program  Policy   Resolution),    it   is  the  type  of 
research   which   specifically    focuses  on  the   idea  of  breaking   down  barriers 
to  progress,   whether  they    relate  to  zoning   requirements  or  to  the    location 
of    low- income   families    in   a  metropolitan   development  context.     We  can 
devise  a  series  of   action-oriented  demonstrations  to  test  how  constraints 
can  be  eliminated.      I    think  we  should  be   really  trying  to  devise  this   kind 
of   demonstration;    as   soon  as   possible,   we  should   use  our   research   as   an 
action-oriented  vehicle. 

Finally,    in  just  a  general    comment  on  the  new  town  concept,    I    think 
(and  this    is  probably   a  pretty   preliminary  observation)   the  greatest 
contribution  that  new  town   developments  have   made  to  date   is  that  they 
have   proved  what  can   be  done   in  terms  of  a   really  excellent  concept  of 
aesthetics.      In   most  cases,    an    interdisciplinary  team   involving   architects 
and  sociologists    is   brought   into  new  town  development.     They   create  a 
whole   new    idea  of  what  could   be  done   if  we  didn't  have  to  work  with   all 
the  mistakes  of  the  past.     They  try  to  put  together  some   new  dynamics 
for    living  -   a   new   relation  of  site  to  building   and  to  the  neighborhood  - 
and  some  of  these  developments   are  very  exciting.     Reston   is  certainly  a 
beautiful    example  of  excellent  site   design.      Even  though   this  has   not 
solved  many  of  the  big  social    issues  that  we  have  been  concerned  with 
here   today,   we  should  be  able  to  take  even  this    limited  experience  and 
apply    it  more  broadly  on  a   neighborhood  or  community   basis.     We  have 
learned  some   very    important  things    in   new  town   development,   even  though 
they   have   not  come  to  grips  with   some  of  the   really   major  emerging  social 
and  community-development   issues. 
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THE  NORTHEAST  CORRIDOR  TRANSPORTATION  PROJECT: 
A  COMPREHENSIVE  ANALYSIS 

Robert  A.  Ne I  son* 


The  subject   of   this   disquisition    is   the  Northeast  Corridor 
Transportation   Project.      I    propose  to    raise  some   basic  questions   about 
the   project.      You   may   press   these  questions,    the   discussants   may    dwell 
on   them,    or  we   may    forget   about   the  whole  thing    if  you    li(<e. 

Let   me    first  tell    you  what   the  Northeast  Corridor  Transportation 
Project    Is.      It    is   an   effort   to  evaluate  both   the   needs   and  the   capabili- 
ties   for  transportation    in   the  Northeast  Corridor.       It    is   also  an   attempt 
to   match   these   determined   needs   with   the   determined   capabilities,    being 
sure   that   the   needs    are   met  with    the  smallest  possible   allocation   of 
resources . 

It   should   be   clear  to  you    Immediately   that  we   cannot  set   down   any 
given   set  of    needs    for   transportation    in  the  Northeast  Corridor   unless 
we  take   a   very   superficial    view  of   the  whole   problem.      The   needs    depend 
very    largely   on  what   the   Northeast  Corridor  community   wants   the  transpor- 
tation  system  to   do.      The   number  of   alternatives    in  terms   of   the  possible 
things   that   Northeast  Corridor   communities   may   want  the  transportation 
system  to   do   is   very    large.      The   alternatives    must  be   reduced  to   a   manage- 
able  number,    but   this   will    not   be  easy   to   accomplish,    and    is    likely   to 
involve   assumptions   about   public-private  sector    relations   which   will    mark 
sharp    departures   with   the  past.      Therefore,    it    is   appropriate  to   raise 
these   basic  questions   about   the  Northeast  Corridor  Transportation   Project. 

They   can   be    raised   at   two    levels.      At   the   first    level,    the   main 
question    is   whether  a   comprehensive   planning   process   with    very   substantial 
implications    for  the   centralization   of   decision   making   should   even  be 
embarked   upon.      At  the  second    level    the  question    is  whether,   setting   aside 
our    ideological    trepidations   about   centralizing  the  decision-making   process, 
we  have   satisfactory   management  and   analytical    techniques   to   go  ahead  with 
a  comprehensive   planning  process. 

It    is    clear  that   the  questions   which    I    raise   here   have   some   analogy 
in    industrial    organization,    although   to  a    lesser  degree.      There    is   a   case 
to   be   made   on   social    grounds    against  the   concentration  of   decision   making 
In    large    firms,    just   as   there    is   a   case  on   economic  grounds    against  the 
managerial    efficiency   of    large    firms;    and  one  of   my   colleagues   here  - 


*Dr.    Nelson    Is   the   Director  of   the  High   Speed  Ground  Transportation 
Project   of   the   U.    S.    Department  of  Transportation. 
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Professor  Kent  Healy  -  has   made    it   for  the   railroad    industry.      V/e  have  the 
same    levels   of  question  here  with    respect  to  decision   making    in  government, 
i.e.,    both   the  social    question  of   a   few  people  making   decisions    for  the 
many,    and  the  economic  question  of  the  efficiency  of   a  concentrated 
decision-making  process. 

It    is   clear  that    if  we  answer  question   number  one   in  the  negative, 
then  we  need   not  go  on  to  discuss  question  number  two.      Therefore,   question 
number  one  needs  to  be  posed   first.      Should  we  engage    In  a  process  of  com- 
prehensive planning  and  evaluation  of  transportation    in  a    region  the  size 
of  the  Northeast  Corridor,   with    its   approximately   40  million  people;    and 
should  we  think   In  terms  of  being  able  to   implement  whatever  results  emerge 
from  this   broad,    comprehensive,    normative  planning  process? 

We  might,    in   going  ahead  to  deal    with   this  question  -    I'm  sure  we  can- 
not  answer   it,    but  at    least  we  can   comment  on    it  -   ask  whether  we  have   in 
fact  the  structure   for  making   decisions  having  such   pervasive    impact. 
There    isn't  much   question  that  the  new  U.    S.    Department  of  Transportation 
when    it  was  set   up  was  explicitly   designed  to  contribute  to  the  coordina- 
tion of    investment   In  transportation   facilities    in  the  United  States.      One 
might  ask:      "Who  or  what  will    be  coordinated?"     Quite  clearly,    part  of  the 
answer   Is   that  the  provision  of  transportation  service  will    be  coordinated 
so  that    It  will    be  effective,    responsive  to  need,    and  carried  on  at    lowest 
possible   cost.      Undeniably,   this   means  some  type  of  central    control    over 
transportation    Investment,    as  well    as   a  closer  day-to-day   control    over 
transportation  service. 

What   prospects   are  there  that  Department  of  Transportation  Secretary 
Alan  Boyd  can   achieve  this   kind  of   coordination?     To  help  to  answer  that 
question  we  may   ask  how   the  process    is   carried  on  today.      How   does    invest- 
ment  in  highways  presently  take  place?     The  answer   Is  that  there  are    large 
amounts  of   federal    money    Involved,    but  basically,    decisions   about  highway 
investment  and  the    level    of  highway   service  are   made   at  the  state    level, 
with   some   collaboration  on  the  part  of  communities    (all    too    little,    accord- 
ing to  some    large-city   politicians   and  public  officials).     What  about 
airports?      In   the  main,    although    federally  supported,    decisions   about  the 
location,   the  size,    and  the   relationship  of   airports  to  communities   are 
made  primarily   by    local    communities,    although    In  some  states  they   are  made 
in  conjunction  with   state  governments.      Decisions   about  the    level    of    rail- 
road service   are    largely   private  decisions,   with    varying   amounts  of  public 
Intervention.     The  same    is  true  of   airlines,   trucking  companies,   pipelines, 
and    (in  the  Northeast  Corridor)    whatever  we  have    in  the  way  of   maritime 
companies . 

It    is   clear  that  basic  decisions   about  transportation    Investment  and 
transportation  service  are   not  made  at  the   federal    level   except  possibly 
in  a  very   aggregative  way.      Even  then    in  the  case  of  the  Highway  Trust  Fund, 
for  example.   Secretary  Boyd  has   a   very    limited  capability  to  allocate  the 
resources   accrued  through   the  Highway  Trust  Fund  to  any   other  activity  but 
building  more    lanes  of   concrete.      In  short,   we  do  not  have  the   framework 
now,    and  we  are   far   from  having  the   framework,    in  which   a  centralized, 
decision-making   activity   could   be  carried  on. 


79 


The  responsibility  and  the  authority  for  carrying  on  decision  making 
for  transportation  in  the  Northeast  Corridor  resides  largely  in  the  eight 
states  in  the  Corridor  and  the  District  of  Columbia,  and  includes  at 
least  150  different  transportation  planning  units  which  are  largely 
autonomous.  Thus,  we  are  not  close  to  any  kind  of  monolithic  planning 
and  coordinating  unit. 

Perhaps  one  could  say  at  this  point  that  we  ought  to  give  up  the 
whole  thing  as  a  bad  job  and  go  and  bui  Id  more  highways.   I  would  suspect 
that  a  good  many  economists  would  label  a  general  analysis  of  transporta- 
tion needs  in  a  region  the  size  of  the  Corridor  as  an  Incredibly  ambitious 
and  really  arrogant  attempt  to  carry  on  a  process  which  is  completely 
impossible  of  being  achieved.  No  doubt,  too,  most  politicians  would  be 
unsympathetic  toward  a  centralizing  process.  There  would  obviously  be 
an  accretion  and  a  gravitation  of  decision-making  authority  and  respon- 
sibility away  from  the  politicians  toward  the  experts,  and  toward  the 
executive  branch.   (Some  politicians  have  already  recognized  that  many 
decisions  are  being  made  by  the  computer  and  generally  are  not  very  happy 
about  this  development.) 

Realization  that  we  have  a  tremendous  task,  one  which  appears 
incapable  of  being  achieved,  forces  us  to  ask  whether  we  can  accept  the 
adverse  consequences  of  not  goi  ng  forward  with  some  kind  of  centralized 
planning  in  transportation.   It  must  be  pointed  out  that  we  probably 
already  have  had  adverse  consequences  resulting  from  a  lack  of  careful, 
systematic  planning.  There  really  is  no  way  of  knowing  whether  a  systema- 
tic approach  would  achieve  better  results  until  we  have  tried  It. 

In  any  case,  we  do  know  that  there  has  been,  in  the  last  1 0  to  20 
years,  a  very  sharp  decline  in  the  contribution  of  the  railroads  to 
both  passenger  and  freight  service  in  the  United  States,  particularly 
in  the  Northeast  Corridor.  There  is  a  fairly  general  notion  on  the  part 
of  the  public  in  the  Corridor  that  this  has  resulted  In  a  net  reduction 
in  the  capability  of  the  transportation  system  to  meet  the  needs  of  their 
communities.   It  is  not  clear  that  this  decline,  this  financial  marasmus 
of  the  railroads  in  the  Northeast  Corridor,  would  have  taken  place  as  a 
natural  economic  consequence.   Perhaps  In  some  respects  it  is  the  result 
of  bad  or  unsystematic  planning  rather  than  a  lack  of  planning. 

It  is  also  quite  obvious  that  we  have  a  pending  breakdown  at  the 
airports.  At  Kennedy  we  already  have  It.  The  advent  of  the  747  is  very 
near,  and  the  SST,  which  Congress  in  its  last  session  has  spurred  again, 
will  further  compound  the  problem.  The  747  is  a  massive  500-passenger 
subsonic  aircraft;  the  SST  is  a  300-passenger  supersonic  aircraft.  When 
these  go  into  operation  two  to  three  years  from  now,  they  will  simply 
Innundate  existing  airports  and  their  capability  to  provide  transporta- 
tion service.   It  is  absolutely  clear  that  existing  airports  cannot 
handle  the  number  of  people  that  will  be  arriving  and  leaving  on  these 
new  aircraft.   It  is  also  undeniably  clear  that  we  cannot  increase  the 
number  of  airports  in  the  next  two  to  three  years  sufficiently  to  meet 
these  new  requirements. 
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The  only  possible  solution    is  to  have  better  and  more  effective   use 
of  airport   facilities   and  connecting   facilities  to  the  airport.     The  fact 
of  the  matter   is  that  time  has    run  out,    and  we  are  going  to  experience  a 
period  of  something   approaching   chaos   at  many  of  our  Northeast  Corridor 
ai  rports . 

A  friend  of  mine  told  me  the  other  day  about  a  trip  he  took  last 
summer.  He  went  by  air  out  of  Kennedy,  and  said  he  spent  two  and  one-half 
hours  between  the  terminal  ramps  and  the  takeoff.  When  he  returned,  he 
spent  an  hour  and  a  half  in  the  stack  at  Kennedy  before  his  plane  was  able 
to  land.  So,  on  this  trip,  he  spent  a  total  of  four  hours  waiting  to  take 
off  or  to  land  at  Kennedy  Airport.  There  was  no  adverse  weather;  this  was 
simply   a  matter  of  too  much  traffic. 

Thirdly,   we  very   clearly   have   a  massive    inadequacy  of  transportation 
in   urban   regions   -  both    freight  and  passenger.      I    do   not  think  that  this 
needs   any    further  elucidation  on  my   part. 

One   might   ask  why  we   don't  simply   slow   the  whole   process.      Why   do  we 
keep   producing  747' s   and  SST's,   which    create  these  problems?      I    keep  tell- 
ing my  engineers   day   after  day:      "If  you  characters   were   not  so   innovative, 
and    if  you  didn't  get  all    these   ideas    for  new  systems   and  new  devices,   we 
wouldn't  be  having   all    these  problems."      It    is  obvious  that  Jefferson's 
ideal    for  the  American  Republic  would   not  have  been  beset  by   very   many 
transportation  problems.      But  the  fact  of  the  matter   is  that  the  engineers 
keep    innovating,    and  we  continually   get  new   devices.     We   keep   raising  the 
standard  of    living  as   a   result  of  these   new   devices,   our  demand   for 
transportation  keeps    increasing,    and  so  we  begin  to  have  chaotic,    and 
occasionally   catastrophic,    results. 

The  economic  cost  of  our  present  system    is  extraordi nari  ly  high    in 
terms   of  wasted  time.      It    is    interesting  to  note  that  the  economists  who 
did  the  SST  evaluation   valued  time   for  some   parts  of  the  travel    market  at 
$100  an  hour.     This   assumed  that  the  people  expected  to  use  the  SST  put  a 
value   on  thei  r  time  at  $100   an  hour.      If  we  begin  to  add  up   time  consumed 
in  traffic  jams   and  other  delays   and  value    it  at  a   figure  as    low   as   $1    per 
hour,   we  see  that  the  economic    loss   from  these  causes    is   huge. 

An    inadequate  transportation  system  also  has   an    impact  on    incomes. 
It  particularly   affects    low-income    receivers,    since  the  present  system   is 
largely   geared  to  the  middle  class.      Our  best  transportation  comes  through 
the  provision   for  moving   rubber-tired   vehicles.      We  have  wonderful    trans- 
portation on  the  prairies  of  the  Middle  West,    and  the  best   roads   that    1 
have  ever  seen  are    in  western   Montana.      But   if  you   don't  happen  to  have  an 
automobile,   or    if  you  can't  drive   for  some    reason,   the  transportation 
system  very   clearly  has  some  serious   shortcomings.      Moreover  our  present 
system    is    not  particularly   compatible  with   the  urban  environment. 

The  question   must  be  asked:      are  these  costs  of   congestion,    poor 
planning,   etc.,   too  high    for  the  community   to  pay;    and    is  some  alternative, 
which   may  or  may   not  be  effective,   desirable?     Quite  clearly,   the  public 
in  the  Northeast  Corridor  has   said  yes.      Some   alternative,   even    if    it  does 
involve  the  centralization  of   planning,    is   desirable. 


We  certainly  cannot  have  a  high-performance,  sophisticated  transpor- 
tati  on  system  without  some  kind  of  planning.   I  would  be  willing  to 
expound  further  on  this  point,  but  I  am  not  going  to  take  the  time  at 
this  juncture.  You  have  only  to  look  at  the  requirements  for  air  navi- 
gation facilities  to  recognize  the  extent  to  which  we  require  the  coor- 
dination and  centralization  of  control.   If  we  are  to  attempt  coordination 
and  centralization  as  an  alternative,  then  we  have  to  decide  on  some  kind 
of  criteria  for  the  transportation  system  first;  and  secondly  we  have  to 
establish  a  political  mechanism  for  dealing  with  the  problems.  This  may 
mean  a  restructuring  of  the  political  and  governmental  process. 

First,  one  must  examine  the  criteria.   Criteria,  unquestionably,  are 
largely  a  subjective  matter,  despite  efforts  to  quantify  them.  The 
transportation  system  does  not  have  the  flexibility  to  satisfy  all  needs 
of  a  I  I  peop le  in  an  economi  c  manner.  Yet  we  are  not  wi  I  I  I ng  to  deny 
transportation  to  some  segments  of  the  community  simply  because  they  do 
not  pay  their  way.  This  gets  back  to  the  engineers  again,  and  their 
propensity  for  constructing  devices  which  are  not  easily  divisible  and 
which  come  to  us  In  big  systems,  such  as  railroads. 

The  criteria  of  a  transportation  system  Involve  such  things  as 
speed,  flexibility,  noise,  pollution,  and  landscape  impact.  They  go 
beyond  to  more  Indirect  criteria  such  as  income,  income  distribution, 
the  rate  of  economic  growth,  and  the  relationship  of  the  rate  of  economic 
growth  in  the  Northeast  Corridor  to  the  rate  of  economic  growth  In  the 
rest  of  the  United  States.  They  also  Involve  such  things  as  the  settle- 
ment pattern  in  the  Northeast  Corridor.  Speakers  earlier  this  afternoon 
talked  at  some  length  about  the  settlement  pattern  of  communities,  and 
ways  in  which  this  settlemerit  pattern  can  be  affected.   Very  clearly, 
transportation  can  make  a  changed  settlement  pattern  either  possible  or 
impossi  b le. 

The  second  requirement  is  that  we  have  a  decision-making  political 
unit  which  Is  capable  of  dealing  with  the  problem  on  its  own  terms.  This 
clearly  cannot  be  done  in  the  Northeast  Corridor  as  a  whole  on  a  community 
or  state  level.   It  leaves  the  question:  Should  decisions  be  pushed  up 
to  the  federal  level?   I  cannot  answer  the  question.  Nevertheless  the 
problem  must  be  considered.   My  own  opinion  is  that  it  ought  not  to  be 
kicked  up  to  the  federal  level,  because  the  Federal  Government  cannot 
meaningfully  carry  on  a  process  of  considering  the  transportation  needs, 
the  objectives,  and  the  goals  of  the  Northeast  Corridor  vis  a  vis  the 
rest  of  the  country.  The  Corridor  region  ought  to  have  the  opportunity 
to  optimize  its  own  opportunities,  and  the  Federal  Government  obviously 
cannot  grant  this  opportunity  if  it  Is  done  at  the  expense  of  Appalachia, 
for  examp le. 

Perhaps  we  need  some  sort  of  interstate  compact,  such  as  Senator 
Claiborne  Pell  has  suggested.  There  are  a  number  of  proposed  devices 
which  go  all  the  way  back  to  the  Tennessee  Valley  Authority.   None  of 
them  is  particularly  satisfactory,  and  all  of  them  would  require  a  revo- 
lutionary change  in  the  way  we  carry  on  political  activities  In  the 
Northeast  Corridor. 
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At  this  point  one  might  say  it  is  completely  unrealistic  to  think  that 
a  political  decision-making  unit  the  size  of  the  Northeast  Corridor  is 
feasible.  But  saying  so  does  not  solve  the  problem  of  clogged  airports  or 
the  lack  of  connections  between  transport  facilities.   For  example:   there 
is  only  one  airport  in  the  United  States  that  will,  in  the  next  three  to 
four  years  -  at  the  very  earliest  -  have  any  connection  whatsoever  with  a 
railroad  or  a  transit  system.  Why  in  the  world  have  we  built  all  the  air- 
ports in  the  major  metropolitan  areas  of  the  United  States  without  a  single 
one  having  a  connection  with  a  rai  I  road?  This  is  a  dramatic  example  of 
existing  lack  of  coordination.  We  cannot  deal  with  a  problem  the  size  of 
the  Northeast  Corridor  without  a  decision-making  unit  of  comparable  size. 

Setting  aside  the  question  of  decision  implementation  for  the  moment 
and  assuming  we  agree  to  try  to  rationalize  within  arrays  of  policy  objec- 
tives, then  what  should  be  done,  and  how  should  it  be  done?  This  leads 
to  the  second  basic  question:   Do  we  have  tools  that  are  sharp  enough  to 
carry  on  a  comprehensive  planning  process  on  the  scale  that  I  have  indi- 
cated? To  start  with  we  recognize  that  we  must  develop  some  type  of  inter- 
acting model  of  the  Northeast  Corridor  that  starts  with  some  knowns  (such 
as  population,  income,  income  distribution,  industry  structure,  level  of 
transportation  demands,  transportation  and  network  service  capabilities, 
cost  of  capital)  and  projects  these  variables,  none  of  which  is  either 
completely  dependent  or  independent,  into  the  future.  We  must  have  a 
technique  to  begin  with  such  as  a  straight- 1 i ne  projection  of  all  aggre- 
gative, economic  variables,  and  a  projection  of  technology  development. 
Then  we  can  plug  in  changes  to  see  what  the  consequences  are  on  costs  and 
benefits. 

1  thought  today  1  would  be  talking  to  a  house  full  of  economists;  1 
gather  that  some  of  you  are,  but  that  many  of  you  are  not.   In  any  case, 
I  am  sure  that  I  do  not  have  to  tell  you  that  achieving  any  modeling  pro- 
cess such  as  1  have  suggested  is  a  task  of  enormous  difficulty  and  com- 
lexi  ty . 

Briefly  the  p  rob lems  are  1 i  ke  the  fol low  i  ng.   Fi  rst,  we  have  to 
develop  a  model  to  predict  demand  for  transportation  in  the  aggregate  and 
then  down  to  the  county  level.  Second,  a  model  that  will  project  growth 
patterns  of  counties  (131)  in  the  Corridor  and  which  will  predict  the 
economic  interaction  of  county  with  county  and  of  the  Northeast  Corridor 
with  the  rest  of  the  world.  We  must  have  some  kind  of  an  aggregative  view 
of  what  is  going  to  happen,  for  example,  in  Appalachia  as  a  result  of  some 
billion  dollars  spent  for  highway  facilities  i n  that  region,  and  how  it 
will  affect  the  Northeast  Corridor.  Third,  we  need  a  model  to  predict 
demand  for  different  transportation  characteristics. 

To  predict  demand  as  we  have  described  it,  we  have  set  up  what  we 
have  come  to  call  an  "abstract  mode  model"  because  it  will  predict  the 
demand  for  modes  of  transportation  not  presently  in  existence.  The  model 
varies  such  things  as  time,  user  cost,  frequency  of  service,  convenience 
of  service,  comfort,  safety,  and  so  on.   Fourth,  because  we  recognize 
that  user  benefits  will  not  be  sufficient  to  evaluate  a  transportation 
system,  we  must  develop  a  model  which  will  predict  the  impact  that  differ- 
ing types  of  transportation  will  have  on  the  community.  We  can  do  this 
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by  seeing  what  changes    in  accessibility    do  to  a  community.      Fortunately, 
we  have  some   historical    background  to  base  this  on,    although   the  extent 
to  which  we  should   follow    indirect  benefits    is   not  clear. 

We   are   also  working  on   projections  of  supply,    and  we  must  make 
predictions  of  technology.     We  have  to  carry  these  predictions  of  tech- 
nology   into  transportation   characteristics  of  the  kind    I    have  mentioned, 
i.e.,    the  capability  of   a  system  to  go  from  X  to  Y    i n   a  given  time,   the 
cost  to  the  user  of  the  service,   the  comfort,    frequency,    and  so  on.      All 
of  this   must  be   done  on  the  supply  side   as  well    as   on  the  demand  side. 
Furthermore,   we  have  to  make  determinations  of  what  transportation   costs 
outside   the  system   are   -   for  example,   the    impact  of   noise  on    real    estate 
val ues. 

In   order  to   make   projections   of   technology,   we  have   already   carried 
on    for  a  year  and   a  half   a    research    and   development  program    in  high   speed 
ground   transportation.      This   will    give    us   projections   of   supply   which 
can   be   folded    into  the   interactive  process  which    is   being   done   in  a 
massive   computer  simulation  with    five-year  feedbacks.      It  was   clear  to 
us   that  a  continuous    feedback  would  exhaust  all    the  computer  facilities 
in  the  United  States,    and  the  world  as  well,    for  the  next  twenty  years 
to  come.      (It  may   be  that  we  will    exhaust  all    our  computer  facilities, 
even  on   a    five-year  basis.) 

There    is   no  need   for  any    further  discussion  of  the  technical    detai  Is 
of   the  process  at  this  juncture.     We  should  be  able  to   finish   our  com- 
putations,   as  well    as  we  are   going  to  be  able  to,   sometime    in    1969.      By 
then,   we  should  have  a  set  of  transportation  alternatives    for  the  North- 
east Corridor,    more  or    less  well    defined. 

Unquestionably,    as   soon   as   we  turn    in  our  suits,   so  to  speak,   we 
will    trigger  off   an    interactive  process  with  the  decision-makers  who  will 
tell    us   to  go  back  and    insert  this  or  that   variable  and  see  what  the 
results   are. 

The  total    cost  of  the  whole  Corridor  analysis  to  the  Federal 
Government  will    be  something    in  the  neighborhood  of  eight  to   nine  million 
do  I lars . 

Our  achievements  to  date  are  economic  projections  on  a  subregion 
basis  -  three  subregions    in  the  Northeast  Corridor.      We   also  have   a  model 
which    can   carry   these  projections   down  to  the    131    counties.      We   have  an 
impact   model    which    relates   the  Northeast  Corridor  to  the   rest  of  the 
world   and  which   shows  the  effects  of   changes    in   accessibility.      We   have 
a   demand   model    developed  by   Professors   Baumol    and  Quandt  at  Princeton 
University,  which    is    unquestionably   a  major  breakthrough    in  the  construc- 
tion  of  predictive   models    for  demand.      We   also  have   a  simulation  of  the 
Northeast  Corridor  transportation  network,   which    is  working  with   some 
degree  of  success.      Furthermore,   we  have  characterized   in  cost  and  per- 
formance terms   several    different  transportation  systems,    including   a    rail 
system   in  the  Northeast  Corridor    like  the  Japanese  Tokaido    line,    a  track 
air-cushioned   vehicle  system,    and  a  VTOL   (vertical    takeoff  and    landing 
system).     The    last  has   been  carried  to  a  high    degree  of    refinement  by 
engineers   at  MIT. 


84 


We  have  yet  to  do  a  management  and  finance  study.  Vie  sti  I  I  need 
data  for  calibration  of  the  models.  We  still  need  to  do  considerably 
more  costing  of  different  systems,  and  we  have  yet  to  do  an  interface 
study  with  particular  emphasis  on  the  technology  of  modal  interfacing. 

Can  question  number  two  be  answered?   Is  a  comprehensive  general 
analysis  possible  with  the  tools  we  have?   It  was  certainly  not  possible 
with  the  tools  we  had  three  years  ago.   I  begin,  however,  to  be  cautiously 
optimistic  that  we  can  take  a  substantial  step  forward  in  the  methodology 
and  in  the  techniques  of  economic  planning  on  a  major  regional  basis. 


DISCUSSION   OF   ROBERT   A.    NELSON'S   PAPER: 
"THE   NORTHEAST   CORRIDOR  TRANSPORTATION   PROJECT: 
A  COMPREHENSIVE   ANALYSIS" 

Kent  T.    Healy* 

When  I  undertook  this  assignment,  I  asked  that  I  might  be  able  to 
comment  on  all  parts  of  the  proceedings,  not  just  the  transportation 
aspects,   it  has  been  my  feeling  that  transportation  has  too  often  stayed 
in  its  own  narrow  bailiwick  and  argued  for  its  positions  there  without 
taking  into  account  the  broader  matters  of  changing  location  of  economic 
activity,  social  problems,  and  so  forth. 

With  that  bridge  to  start  with,  I  would  like  to  take  exception  to 
the  title  of  this  conference,  particularly  the  adjective  "mature."   I 
submit  one  statistic  with  respect  to  southern  New  England.   From  1950  to 
I960  the  net  population  growth  of  Connecticut  was  within  one-tenth  of 
one  percent  of  the  annual  rate  for  India  or  Indonesia,  so  I  submit  that 
ours  is  not  a  mature  economy.   Mr.  Webster  defines  a  mature  economy  as 
one  which  has  "reached  full  or  final  development,"  which  cannot  be  the 
case  with  such  a  rate  of  population  growth. 

With  respect  to  the  location  factors  that  were  mentioned  in  the 
morning  meeting,  I  felt  that  there  were  two  aspects  upon  which  not  enough 
emphasis  was  placed.  The  first  is  the  amenities  of  New  England.  These 
are  somewhat  intangible,  but  nevertheless  important.   I  always  remember 
when  I  first  came  to  Yale  there  was  an  economic  geographer  by  the  name 
of  Ellsworth  Huntington  (some  of  you  may  be  familiar  with  his  work),  who 
said  that  the  climate  of  New  Haven,  Connecticut  was  the  most  invigorating 
climate  in  the  world.   "I've  been  everywhere,"  he  said,  "and  there  is  no 
more  stimulating  a  climate  than  in  New  Haven."  This  would  apply  equally 
to  New  England  as  a  whole,  though  it  may  be  somewhat  overstated.  This 
is,  nonetheless,  one  of  the  resources  of  New  England,  along  with  amenities 
of  being  able  to  live  in  a  pleasant  suburban  or  rural  area  adjacent  to  the 
cities  and  to  be  within  short  driving  distance  of  mountain  vacation  spots 
in  northern  New  England  and  ocean  ones  to  the  east  and  south.  This 
combination  is  unavailable  in  many  parts  of  this  country.  These  are  the 
amenities  that  management  Is  interested  in,  and  as  income  levels  generally 
increase,  all  levels  of  the  regular  labor  force  in  industry  are  going  to 
be  interested  in  them  also.   New  England  is  perhaps  a  bit  too  modest 
about  this  matter. 


^Professor  Healy  is  the  T.  Dewitt  Cuyler  Professor  of  Transportation, 
Yale  University,  and  Chairman  of  the  Governing  Board,  Bureau  of  Highway 
Traf f I c. 
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The  second    is  more   difficult  to  assess.      I    bring    it  up   because  my 
research    in  the    last   few  years   has   been   in  studying  the  non-economic 
factors    determining    levels  of  productivity    in   developed  countries.      The 
countries    I'm  examining  are   France,   Germany,    England  and  the  United  States. 
Here  we  get  to  the   intangibles   of   management  spirit  and  community    leader- 
ship   (these  are    interrelated,   of  course).      When  you  compare  these  different 
countries,   there  are  some   rather  startling   differences.      It    is   difficult 
to  say  what   causes  these  differences,   but  they   are  very    real    and  produce 
differences    in  productivity  of   as   much   as   a  two-to-one  or  greater  ratio. 
When  examining  some  particular   industries  where  one   finds   differences  of 
this  sort    in  productivity,   one  suspects  that  much   of    it   is  to  be  accounted 
for  by  the  vigor  with  which   management  attacks    its   problems,   the  foresight 
that  they  have,    and  their  willingness  to  try   new  things.      I    have   not  made  as 
thorough    a  comparison  between  New  England  and  other  parts   of  the  United 
States  on  this   matter,   but    I    have  suspected  that   in  the  past  some  of  the 
New  England  managements   did   not  have  these  qualities   as   much   as  those   in 
other  parts  of  the  country.      My    impression    is  that  there  have  been  some 
certain  areas  of   marked    improvement  but  that  this    is  something  that  New 
England  has   got  to  watch   out   for.      The  amenities  of    living  and  the  vigor 
of   management  are  two   important    location   factors  that  will    determine  what 
happens   by  way  of    increased    levels  of    industry    in  this   part  of  the  countr/. 

This    is    not  to  belittle   a  subject  that  has   already   been  mentioned  at 
this  meeting  -   namely,   education.      I    think   it   is  the  primary   and  secondary 
(including  trade  school)    education  that   needs  to  be  emphasized  a  bit  more 
in  New  England,    rather  than   university  education.     We   are  well    supplied 
with    university  education,   but    I'm  not  so  sure  that  the  standards   and  atti- 
tudes which   are   developed    in  our  secondary   and  primary  education  are   up 
to  some  of  the  middle-   and   far-western   attitudes-.      Again    I    have  been  struck 
in  the  comparisons  with   Europe  that  one  of  the  principal    things   that  the 
majority  of  people    in  these  European  countries  do  not  have    is  a  good, 
useful    secondary  education,    and  that  this  too    is  an    important  factor   in 
the  difference  between  our  productivity   and  that  of   Europe.      If  you    look,    for 
instance,    in  the  agricultural    sector,   taking   France  as   an    illustration, 
and  compare  the    level    of  education  of  our  farm  communities  to  theirs,    labor 
productivity    in  our  agriculture    is   four  times  that  of  the  French,    and  to  a 
considerable  extent  this    is   attributable  to  the  direct  and    indirect  effects 
of  the    respective    levels  of   primary   and  secondary  education. 

I    would    like  now  to  turn  to  transportation  and  to  some  of  the  things 
that  have  been  mentioned  here.      My   own   feeling    is  that  Bob  Nelson  has 
overestimated  the    lack  of   coordination  between  political    units  with 
respect  to  the  planning  of  transportation.      In  the   first  place,   state 
highway   commissions   do   interchange    information  with  one  another.      There 
are,    so  far  as    I    know,    relatively    few   instances  where  state  highways 
dead-end  because  of   no  connection    in  another  state.      I    would  submit  that 
the  system  of  highways  that  has   developed    in  New  England  has   been  an 
excellent    integrative  element   in  our  New  England   region. 

There  were  some   comments   about  western  highways.      I    would  also  submit 
that  our  expressways   are  the  equal    in  quality  of  those,    although   more 
heavily   traveled.      I    happen  to  have   been  stuck  with  the  air  strike   in 
the  summer  of    1966  coming  back   from  Japan.      I    drove  on  those  roads    in 
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the  Northwest,  and  it  was  fine  because  there  was  nobody  on  them.  Nobody 
lives  in  much  of  the  vast  open  spaces  traversed  by  those  roads.  This  is 
a   reason  they    look  so  good. 

I    also  point  out  that  there  has   been  a   fair  degree  of   federal    setting 
of   general    standards    in  these  matters.      I    refer  to  the   fact  that  the 
federal    government  did  set  down   a  map  of   an    interstate  system  and  the 
Congress   did  provide  that  a  certain   proportion,    in   fact  a   very  high 
proportion,   of  the  gas  tax  which   you  people  pay  to  the   federal    government 
be  put   into  this   system.      In  that  way,   the  federal    government  had    its 
coordinating  arm   involved  to  a  significant  degree.     But  there  has   been 
in  this   process   a   failure  to  give  weight  to  the  metropolitan   areas,   with 
the   result  that   far  more  of  the  gas-tax  dollar  earned    in  the  city   has 
gone  to  the   rural    or   inter-city    roads  than  should  have    in   order  to  meet 
any  test  of    revenues  balancing  costs.      To  some  extent  this    is  the  fault 
of   federal    interference   and  Congress    in  the  way    it  originally  set  up  the 
a  I  location   (all    th  is  has   been  changed   now) ,    and  also  the   fault  of  poli- 
ticians   at  the  state    level.     The  coordinating  process    in  government 
transportation    investment  has    nevertheless  provided  New  England  with   a 
very  effective  highway   network  with   a  substantial    degree  of  state  control 
and  without  strong  centralized   federal    control. 

There  has   also  been  successful    private  coordination,    particularly    in 
the   railroad   field  with    its  extensive   network  of   freight  services  tying 
various   parts  of  New  England  to  other  regions  of  the  country.      In 
the   future,   when  the  Penn-Central    and  the  New  Haven  are  merged,   there 
will    be  a  single  private  organization   coordinating   rail    movement  from 
Boston   to  Washington   without   need  of    federal    direction. 

Bob  Nelson's   next  point   related  to  the  allocation  of    Investment 
between    rail    and  highway,   these  presently   being  separately   financed   and 
planned.      His   comment  concerning  the  criteria   for  determining  allocation 
suggested  that  they  were    largely  subjective^      I    would  think  that  some  of 
the  more    important  ones   are.     When  we  talk  about  social    costs,    for 
instance,   they   are  subjective  to  a  high    degree  and  not  quantifiable. 
In    fact  one  of  the  subjective   aspects    is   an  emphasis  on  social    costs   as 
opposed  to  social    gains.     The    latter  are  often   not    in  the  balance  sheet 
of   allocation   factors.      All    this   points    up   some  of  the   really   difficult 
problems  which   even  the  computer  cannot  solve  because  of   uncertainty 
surrounding  the  values  to  put    into  the  computer.      Therefore,    I    question 
the  ultimate  adequacy  of  this  technique    in  solving  some  of  our  basic 
problems    in  allocation.      It    is   possible  that  a  trial    and  error  system 
for   investment   In   new  and   varied   facilities   may  be  necessary.      It  may 
not    look   as  well    in  study    reports   and   academic  papers,    but  perhaps  has 
greater  possibilities    in  achieving  a    reasonably  optimal    result   in  provid- 
ing  new   facilities    in  accord  with   consumer  choices. 

There  are  other  difficulties  with    respect  to  the   formal    allocation 
models   and  computer  analysis.     There    is   a  high    degree  of    interdependence 
among  many  of  the  variables  with   the  consequence  that   definitive  solutions 
are   not   really   possible.      Further,    it   is   difficult   if  not   impossible   for 
models  to  provide   for   important  social    considerations,   as    for  Instance 
some  of  the  social    factors    Involved    in  space  and    locational    aspects  of 
lower-income  housing  which   are  closely  tied  to  the  kind  of  transportation 
provi  dedo 


Any   sort  of   a  statistically-oriented  and  computer-based  analysis  of 
variables  has   certain  static  aspects   associated  with    it.     These  grow  out 
of  the  tendency   to   use  known  parameters  of   current  or  "just  around  the 
corner"  technology.      Few  transportation    innovations    reveal    their  potential 
costs   and  qualities    in  their  first  years  of  service.     The  analyses  of 
railroads    in  their  first  decades    projected  them  as   passenger  carriers 
but   deprecated  their  usefulness   for   freight.      A   decision  to  have   deter- 
mined   investment  according  to  these  analyses   could  easily  have   delayed  the 
gains  of  early   use  of   railroads   as   freight  carriers    in  comparison  with 
the  earlier  developed  canalso      Currently   STOL  planes   do   not    look  ven/ 
promising,   but  their  ultimate  characteristics   could   make  answers   based 
on  today's   technology  obsolete  very    rapidly.      I    would  hate  to  see  us 
become   committed  to  extensive    investments  based  on   "as  of  this   date  we 
have  this   capability"   and   find  that  two  years    later  Douglas  had  come   up 
with   quite  a   different  answer  by  way  of  some   new  STOL  plane. 

One  should,   therefore,   be  a  bit  dubious   about  centralized  edicts 
that    lock  us    into  one  or  the  other  type  of  solution.     We   need  to  preserve 
the   freedom  for  different  groups  to  try   different  means   using  as   a  basic 
economic  test  whether  or  not  the  developers   and  users  of   any   particular 
type  of  transportation  are  willing  to  pay  the  total    costs.      I    have 
reviewed  this   position    for  the  State  of  Connecticut,    and    I    am  sure,    for 
instance,   that  this  test  has    roughly  been  met   for  highways,    because  the 
highway   users   as   a  whole   have  paid   for  whatever  has   been  spent  on  the 
highway  system,   even  probably   a    little  bit  more.     On  the  other  hand,    it 
is    not  clear  that  the  airlines   do  this  with    respect  to  the  state's   airports, 
The   railroads   have  had  to  be  self-sufficient,   except  for  minor  subsidies 
they  have  been  given    in    recent  years,   because  they  have  been  private 
enterprises. 

One   final    point.      1    don't  want  to  seem  disloyal    to  my  transportation 
friends   or  my   academic  colleagues,   but    in  the  ordering  of  priorities   here, 
my    impression    is  that  the  solutions  of  the  basic  problems  we  talked  about 
earlier  -  poverty   and  so  forth  -   do  not    lie    in  transportation.     They    lie 
first   in  the  primary-secondary   school    education  system.      Second,   they    lie 
in  the  school    social   worker  and  psychiatric  clinic  help    (which    is   avail- 
able to  a  greater  extent  today    in  our  communities),   and  simi  lar  things 
that  have  to   do  with    upgrading  people's   motivation  and  social    adjustment 
which    are  the  key  qualities   for  holding  a  job.     They   must  be  helped  to 
solve   their  personality   problems   so  that  they   can  work   into  society    in 
a  satisfactory  way.      These    last   items  stand   far  ahead  of  either  the  hous- 
ing or  the  transportation  problems   on   my    list  of  priorities. 


DISCUSSION   OF  ROBERT   A.    NELSON'S   PAPER: 
"THE   NORTHEAST   CORRIDOR  TRANSPORTATION   PROJECT: 
A  COMPREHENSIVE   ANALYSIS" 

E.    Grosvenor  Plowman* 


I    am  particularly   pleased  to  be  on  this   platform  along  with   Kent  Healy, 
one  of   my    long-time   friends   and  occasional    associates    in   discussions;    and 
also  with    Robert  Nelson,    because  some  of   the  sound  thinking   and   development 
that   he   has    reflected   to  you    I     like  to  think  have   rubbed   off   a    little  on 
me. 

I'm  going  to  break   away    from   an   attempt  to   review  either  paper,    and 
instead  talk  a  bit  about   my  own  practical    exposure  to  some  of  the  problems 
of  the  New  England  economy    in  the   field  of  transportation.     The   reason    I 
do  so   Is  that  the  statements  of  our  two  speakers   obviously    lead  me    in  that 
d  i  rect  i  on . 

There    is   an    important  distinction  between  two  words  which   are  spelled 
so  closely   alike  that  they  often  are  pronounced  as    if  they  were  the  same 
word.      One  word    is  Mode,    and  the  other  word    is  Node.      Mode    is  of   course  a 
distinct  type  of  transportation,   such   as   common   carrier  aviation  or  truck- 
ing or   railroad.      Node    is   a  terminal    or  other    location  where  transportation 
by   one   mode   may   end,    as   at   a    railroad   station  with    adjacent  parking    lot. 

Obviously  the  person   or  the   freight  that   uses  transportation    is 
interested    in  the  total    journey.      This  total    journey  or  total    movement 
includes  the   route   from  one  node  to  another  node  by  one  form  or  mode  of 
transportation,    and  then    includes   a   movement  by  some  other  form  of  trans- 
portation beyond  that.     These  to  and/or   from  movements,   generally  speaking, 
disperse  people   and   freight  to  the  thousands   of   final    destinations,   or 
assemble   people   and   freight   from  the  thousands  of  origins  and  bring  them 
to  the  nodes.     The   nodes   are  of  exceedingly   great   importance   in  the  prob- 
lem of   coordinating   and    improving  New  England  transportation. 

There    is    little   necessity  to  dwell    on  the   need   for  highway   and   rapid 
transit  access  to  airports.      Many   New  England  airports  have  this  problem. 
Inter-urban   bus   and  third- level    air  carriage  services   could  be  means  of 
carrying  people  to  and   from  the  nodal    airports.     Yet  very   few   inter-city 
bus  services   actually  stop   at  airports  either  to  pick  up   or  to  deliver 
passengers.      Very    few  third- level    carriers   get  the  money  that  keeps  them 
In  business   from  handling  people  who  have   been  brought  by  way  of  a 
standard   commercial    air  carrier  to  an   airport.      Instead,    both  the   inter- 
urban   buses   and  the  third-level    air  carriers  tend  to    lapse   Into  trying 
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to  become  operators  between  the  two  nodes,    instead  of   from  a  node  to  a 
point  beyond,   or  many   points   beyond,   or  vice   versa.     What  there    is    in 
transportation  by  bus  or  by  third- level    air  carriers  that  causes  this 
lapse   into  virtual    direct  competition  with  the  commercial    air  carriers 
is  something  that    I    do  not   fully   understand. 

Here    in  New  England  thirty  or  forty  years   ago,   when  the   rail    network 
with    its   branch    lines   generally  provided  quite  complete  passenger  service 
with   published  timetables,    it  was   possible   for  an    individual    starting  a 
journey   at  any   point   in  the  United  States  to  know  that  there  was   a  way  of 
reaching  his   final    New  England   destination.      Sometimes  these   rail    time- 
tables  also   included    information   as  to  bus  services  to  points  beyond  their 
own    lines.     Today,   the  air  passenger   is    left  almost  completely   uninformed. 
The  passenger  only   knows  that  he  or  she  can   go  to  a  certain  node  -  a 
certain  airport  -   and  then   It's   "catch   as   catch   can"   as  to  how  to  make 
connections  to  his   or  her  final    destination.     The  taxi    will    catch,   and 
possibly   an   airport  bus  will    help,   though    not  too  often.      Usually  there 
Is   no  knowledge  of  the  available  bus   services  or  the  available  third- level 
air  taxi    services    from  the  node  to  the  destination. 

There    Is   a   need,   therefore,    for  a  simple  paperwork  task  to  be  performed 
by  somebody.      It   could   and   perhaps  should  be  done  as   a  government  activity 
at  the  state    level.      It    Involves  the  publication   at   intervals  of   a  composite 
timetable  that  will    enable  an    Individual    to  know  how  to  get  to  his  own   final 
destination   after  having    reached   a   nodal    airport. 

Three  procedural    suggestions   are  of  great  potential    Importance    In  my 
belief  as   congestion   difficulties    increase   In  our  so-called  "mature 
economy."     The   first  suggestion    is  the  use  of  segregated  highway    lanes    for 
buses   and  trucks.      Such    lanes   may  be   needed   first   In  the  cities,   and  possi- 
bly  at  a    later  time  and  to  a    lesser  extent  out   in  the  country.     The  sugges- 
tion   is  that  truck    lanes  would   be  provided,   and  trucks  would  not  be  allowed 
to  pass  each   other.     They  would  move  at  a  constant  speed,    unhampered  by 
passenger  cars.     This    lane  would  be  surrendered   for  the  use  of  buses   during 
rush  hours.     This    Is   a  procedural    change  which    1    believe  must  be  considered 
with! n   New   England. 

Second,   there  may   be  need   for  the  "irregular-route  bus."     The 
I rregu lar-route   freight  carrier  by  truck   Is   already    in  common   use.     The 
third-level    air  taxi    service   is  essentially   an   I rregu lar-route  carrier. 
But   i rregu lar-route  buses  of   rapid  transit  character  are  still    a   novelty. 
During   rush  hours,  this  type  of  bus  operation  would   follow   its  traditional 
route  -  the   route  that    is   now  maintained.      During  non-rush  hours,   this 
type  of  bus   service  would  be  over  a  special    route,   which   might  be  called 
the  "Senior  Citizen  and  Medicare  Route."     Such   a    route  would  be   designed 
to  take  people  to  hospitals   and  possibly  to  make  the  circuit  of  the  shopping 
centers.    Instead  of  maintaining  the  standard    routes  which   have    little  or 
no  patronage  during  non-rush  hours,    and  often  are  simply  suspended  during 
non-rush  hours.      My   suggestion    is  that   i rregu lar-route  operations  by   bus 
should   be  seriously   considered. 
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My  third  suggestion  deals  with  the  problem  of  lack  of  access.  There 
are  three  types  of  lack  of  access  to  highway  transportation.  First  there 
is  the  individual  who  has  no  access  to  an  automobile.  Second,  there  is 
the  individual  who  has  no  access  to  an  ambulance.  Third,  there  is  the 
individual  who  has  no  access  to  a  road.  The  last  would  presumably  be  met 
by  the  Appalachian  type  of  highway  construction  throughout  New  England  in 
its   areas  where  there    is   very   small    population,    and  much    rural    poverty. 

With    respect  to  the  group   that  has    no  access  to  ambulances,   we  know 
that  these  are    found   chiefly    in  the  semi-rural    fringes   and    in  distinctly 
rural    areas.      Development  of  the  helicopter-ambulance  may   be  the  means  of 
satisfying  this   kind  of    lack  of   access.      Third    is    lack  of   access  to  any 
car  at  all.     This    is  the  characteristic  problem  of  the  elderly   and  of  the 
extremely  poor,   both    in    rural    areas   and    in  the  hearts  of   practically   all 
cities.      These  three    lacks   are  basic  problems. 

Two   innovations   may   be  offered    in  addition  to  those  already   presented. 
First   is   the  airport  train  to  carry   people   from  or  to    loading  areas.     One 
such   train    is   almost   ready   to  operate.      It  has   no  track  but   is  guided  by 
means   of   a  wire   concealed    in  the  pavement.      It    is  started  and  stopped 
automatically   by  signals    received   from  that  wire.     This  train  has   great 
potential    for  traversing  the  marathon   distances  within  our  airports.     There 
are   undoubtedly  other  applications  with   great  potential. 

The  second    innovation    is  the  convertible  truck-bus.      Many   airplanes 
can   have  their  seats  taken  out  so  as  to  be  used   for  carrying   freight  during 
non-passenger  hours.     There    is   nothing   mysterious   or   impossible   in  the 
construction   of   a  highway   vehicle  which  will    be  a  bus    during   rush  or  school- 
bus   hours,    and  then   during  the  hours    from  ten  o'clock  at   night  until    six 
o'clock    in  the  morning  would  be  a  truck  able  to  make    local    deliveries.     This 
is   an   obvious    innovation  which   only   needs   to  be  experimentally   developed 
and    its   usefulness  tested  by   actual    experience. 

A   few  days   ago   in  New  York  City   a  highly   placed   representative  of  one 
of  the    large  automobile   firms    defended  the  automobile.     He  was   saying,    in 
effect,   that  we  have    reached  the  point   in  the  United  States  where  the 
automobile   can  supply  ever7   conceivable   personal    transportation   need. 
Going  back  to  the  original    point  -  the  distinction   between  the  word  Mode 
and  the  word  Node  -  what  he  was    real ly   saying  was  that   if  al I    transporta- 
tion   is    from  nodes    (such   as  the  downtown   area)    to  dispersed  homes,   or   is 
from   dispersed  homes  to  a   node   (such   as   the  shopping  center  or  airport   and 
then  back  again),   then  the  automobile  conceivably  can   do  all    of  this. 
However,   he   did   not  concede  that  the  automobile  cannot  provide   all    the 
transportation   from  one  node  to  another.      Much  of  this  must  be    left  to 
common-carrier  transportation  by  highway,    air  or  other  mode.      In   my  belief, 
we  need   clear  understanding  of  the  traffic  gathering,   traffic  dispersing 
and    inter-node  transportation  by   all    modes. 
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